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1. Assumptions ——Any discussion of instruction in personnel 
administration must rest on certain assumptions. Those upon 
which the present paper rests are: 

a) The training is being given to fit people for an administrative 
post in some organization. 

b) There has been in that organization a reasonably clear 
analysis and separation of administrative functions. 

c) In the major executive group the function of personnel 
administration is distinguished and placed in charge of one of the 
major executives who eventually, it is to be hoped, would have the 
kind of training here considered, and would be able to devote as 
large a part of his time to this work as its importance merits. 

*The subject of field work is omitted, since it is being extensively treated in 
another paper. 
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d) This training is given as a graduate course for which a 
college degree is virtually a prerequisite. 

e) The training is being given in a field where a certain body 
(however small) of principles and methods has been scientifically 
established and it is recognized that advance can be made in giving 
definite content to the field only as a scientific and professional 
spirit is allowed to dominate. 

In these assumptions the emphasis is upon the ideas that we 
are aiming to train responsible business executives; that nothing 
less than graduate-school work is required to provide the right 
kind of training; and that the training should be given in such a 
way as to establish personnel administration on a professional 
footing. If I make no effort to defend or explain these assump- 
tions further it is because I think I may safely further assume that 
they are very nearly axiomatic today to the members of the Associa- 
tion of Collegiate Schools of Business. 

Courses in personnel work are today divisible into three main 
types: (a) those calculated to inform the student who is majoring 
in some other field of administration as to the nature and methods 
of this field; (0) those calculated to provide vocational training 
in this as a major field of work; (c) short-unit, intensive courses 
which aim to afford a new stimulus to executives already at work. 
It is with the second of these types that the present discussion 
deals, not because the others are.less important, but because they 
present special problems of their own. 

There is already a variety of courses in personnel administration 
of this vocational type. At a valuable conference of teachers of 
this subject from twelve eastern universities who came together 
in March of this year, it was found that the courses of training 
varied from one semester to two years in length; that in some cases 
Seniors in college qualify for the first year of the graduate school 
and in some cases a college degree ‘‘or its equivalent” is a pre- 
requisite for commencing the work. 

It was agreed, however, by this group of teachers that a two- 
year curriculum offered none too long a time in which to cover 
the field. It may indeed be taken as the desirable next step 
toward setting certain minimum standards for instruction in the 
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personnel field that it be built around the idea of a two-year graduate 
training period. 

2. Selection of teachers——The next prerequisite to the setting 
of proper standards is to assure a teaching force, especially in 
personnel work itself, but also in the most important supplementary 
courses, which has some first-hand experience with the conduct of 
industry. The teacher must be able to convey a sense of the 
reality of the concrete situation with which the student will 
presently be confronted. I know of no way adequately to convey 
this sense short of having been in industry in some capacity for a 
long enough time to have absorbed it. 

Moreover, in order to keep fresh his own knowledge of concrete 
problems and of progress in adopting new procedures, the teacher 
must be constantly in the closest touch with factories, stores, 
office organizations, and industries as a whole. Some of the ways 
of assuring this contact would be naturally developed in forwarding 
the right kind of field work. 

With this practical experience the teacher of personnel should 
combine an adequate academic equipment in industrial history, 
economics, sociology, biology, anthropology, psychology, industrial 
organization, and statistics. 

And as important as any requirement is his ability to kindle the 
enthusiasm of his students and insure their devotion to scientific 
habits of work and a professional attitude toward their chosen 
calling. This means that the teacher is to be not alone a technician 
and a specialist, but a human being of sufficiently balanced interests 
to know and to make his students realize and hold in proper relation 
the truths that life is something more than the supplying of 
economic wants, but that nevertheless the conduct of our economic 
life comprises one of the most absorbing and fascinating fields for 
intellectual mastery and imaginative, creative effort. 

No thought is more appalling in connection with the develop- 
ment of personnel work than that its teaching might some day fall 
into the hands of the routineer or the conventional college professor 
of economics equipped only with the erudition which his possession 
of a Ph.D. betokens. It will be far better, if the properly equipped 
teachers are not available, that these courses be postponed until 
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they are. The beginning of wisdom here is to get the right faculty; 
only with that will there be added unto us many of the other 
desiderata which are otherwise unobtainable. 

3. Selection of students——As the factor of “personality” is so 
determining in the success of the personnel executive on the job, 
selection of students should only take place on the basis of a personal 
interview. Only so is the teacher able to get a reasonably fair 
impression of the applicant. Two interviews a few days apart are 
worth much more than twice one interview. Two interviews ought 
indeed to be made standard practice in selecting students. All of 
which leads to the conclusion that the department of the graduate 
school which gives this course should be given virtually complete 
authority as to admissions to the department. 

If we may assume that all applicants are college graduates, the 
basis of further selection is admittedly difficult. Where the curricu- 
lum is set up on a two-year basis and the first year supplies the 
more general courses, a natural process of elimination takes place 
before the vocational course of the second year is entered upon. 
This arrangement has much to commend it and is the one we are 
trying out at the New York School of Social Work with promise 
of success. It means that students may in the first year get a 
speaking acquaintance with several branches of work and find 
something that appeals more than personnel. One is tempted 
to repeat to prospective personnel students the advice formerly 
given to prospective clergymen: ‘Unless you are sure you would 
be miserable if you did not go into this work, keep out of it.” 

Especially does industrial work itself offer a helpful aid in the 
selective process. If we could get more college Juniors and Seniors 
to put on their overalls and work at the bench for eight or ten 
weeks for two summers, their decisions would be much more 
enlightened, and the teacher’s task would be so much simplified. 
Indeed, as between the student who comes directly from ‘college 
and one who has one or more years out in industry or other actual 
work, the balance of favor would usually be with the second 
applicant. Good standing in college work is indicative but not 
conclusive; of almost equal significance is the applicant’s standing 
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in the so-called “‘ outside activities’’—the question being: How well 
did he get on with his fellows? Good health is indispensable. 

Another necessary basis of judgment is the extent to which the 
student has covered some of the indispensable background material 
in college. The undergraduate who wants to jump from a major 
in Latin to personnel may be doing the right thing; but other things 
being equal the student who majored in the social sciences has the 
presumptions in his favor. 

Preferably some care should be exercised to get an equal propor- 
tion of men and women in the same class (assuming coeducational 
conditions). This gives better results in class discussion and it is 
also true that if students are being prepared with any eye to the 
market for their services, the proportion of women should not be 
too high. 

This question of wise selection of students involves, finally, the 
question of scholarships. Many students who should get this 
training and would profit most by it are unable to afford the addi- 
tional indebtedness which continuing study after college would 
almost inevitably mean to them. It is as yet by no means an 
established truth that this type of student can earn enough during 
the course to pay his way through. Conceivably they might take 
a couple of years between college and graduate training to earn 
the necessary funds, and there is something to be said for this 
from the point of view of a broadened experience as the basis of 
specialized training. But the mortality would be very high; 
many would never return for further training. Nor can this 
difficulty be satisfactorily met by a liberal-loan policy to students. 
Personally I oppose asking students to involve themselves in a 
one- or two-thousand-dollar debt which hangs over their heads 
for the first five years in industry, delays marriage, and causes 
annoying anxiety. 

A necessary adjunct to the equipment of the graduate business 
school is therefore a generous scholarship fund. Without this only 
the rich man’s son will take this course and the school will become 
the very thing we must zealously strive to avoid, namely, a class 
institution. 
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4. Content of the major course.—I am assuming that the “major” 


course on personnel administration is being given three or four 
hours a week throughout the second graduate year. I am myself 
at present using two two-hour sessions a week with great satisfac- 
tion; and it is understood that for every hour spent in class two 
are spent in assigned reading. This means twelve hours a week 
at least on the major course. 

Another possible arrangement is to have a rather general 
introductory course in personnel procedure in the first year for all 
business students whether they contemplate going into banking, 
insurance, railroads, or industry; and then to follow that in the 
second year by the vocational course, which is more intensive. 

The subject-matter of this second-year course will in certain 
particulars be modified from school to school in the light of the 
supplementary courses taken; but it seems to me that most of the 
questions which might be handled in other courses should be 
reconsidered here from the special point of view of personnel 
administration. Take the question of the “open shop,” for 
example, which may have been considered in certain of its phases 
in a course on “labor problems” or trade-union history. The 
question has, however, a wholly different aspect. The question 
arises: From an administrative point of view (the point of view 
of shop efficiency, morale, successful types of joint conference of 
workers and managers), what has the open shop meant? Does 
experience and a knowledge of human psychology give any hint 
as to the kind of organized relationship between manual and 
directive workers in a large corporation which brings the best 
understanding, the most continuous production, the soundest 
industrial government ? I submit that these are scientific questions 
of facts about industrial experience and human nature and not 
simply controversial and passion-provoking questions. And in 
the same way, I believe that such subjects as collective bargaining, 
shop committees, and nationai industrial councils should be treated 
in this course from this point of view of the developing science of 
administration. For the field of personnel administration is the 
field of methods and principles having to do with all the ramifying 
questions involved in creating an orderly government for industry. 
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We cannot exclude the ‘‘controversial’’ issues; we must restate 
them as the scientific questions which they also are. 

The conference of personnel teachers already referred to agreed 
to a marked extent in its outline of the subject-matter of this field. 
By some it is unfolded in relation to the chronological steps of the 
entrance of an employee into an organization; by some the subject- 
matter is arranged on a basis of the administrative divisions of a 
personnel department. But the several subjects usually treated 
under the following headings supply the essential content of the 
course: 

a) Employment procedure 

6) Training procedure 

c) Maintenance of staff 

1. Health work 
2. Joint relations and adjustments 
3. Service (welfare) work 

d) Personnel research 

e) Interdepartmental co-ordination 

f) Community relationships 

If anyone doubts that there is a considerable body of actual 
experience and of discussion of first principles already available 
to supply the scientific data for this course, he has merely to visit 
a score of plants which might readily be named as samples and 
glance through the already formidable bibliographies on these 
subjects, and he will realize that, although a new science and art, 
personnel administration is vital and growing. 

5. Necessary supplementary courses.—In discussing what supple- 
mentary courses are necessary, it is impossible to say definitely 
when they should be worked in, since where undergraduate and 
graduate work is well dovetailed in the same institution a nice 
co-ordination can be effected. And even where this is not the case 
and the graduate school requires students to have had, e.g., ele- 
mentary psychology and economics, additional courses in those 
subjects from an only slightly advanced point of view prove 
invaluable. 

Dr. H. S. Person in treating this subject at our March personnel 
teachers’ conference, laid out tentatively a plan of subjects which 
deserves wider consideration, and I am therefore taking the liberty 
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of reproducing it here with some minor modifications. He was 
not answering the question as to when these subjects should be 
taken, but what sooner or later should be covered. 
He divided the work under three heads, the designations of 

which are admittedly arbitrary. 
a) Technical, including 

1. The major (in this case personnel administration) 

2. Technical organization and management of production, job analysis, 

etc. 

3. Corporate and general industrial organization 
b) Historical and social 

1. Elementary economics 

2. Advanced economics 

3. Relation of the state to industry 

4. Economic history of the United States 

5. History of labor organization 

6. Social psychology 

7. Ethics (?) 
c) Scientific 

1. Physiology 

. Biology 


3. Anthropology 
4. Psychology 
5. Statistics 


Dr. Person explained that if he had been discussing the training 
of general business managers he would only have altered the 
foregoing scheme by reversing the places now held by personnel 
administration and technical shop organization, etc. In other 
words, he insisted that the same general body of equipment should 
be in the possession of all trained executives with special attention 
in the second year to their chosen vocation. In this position he 
was supported by practically all at the conference; and the feeling 
is certainly general among teachers of personnel that their students 
must be able to take their place in the organization with a firm 
grasp upon the detail of production problems and with ability to 
translate their ideas into terms that “‘ get over’’ with the production 
people. 

The difficulty frequently found in these supplementary courses 
is that they are not given from a broad enough point of view. The 
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subject of psychology is a case in point. It is not that the primary 
need is for a course in “industrial psychology.”” But the conventional 
introspection into psychology is not of great value either. The 
primary need is a treatment of the subject which gives some positive 
picture of the human traits and their social significance. The 
purpose of psychological study for the executive must be to supply 
a knowledge of human nature in its total interactions and reactions 
rather than a desiccated analysis of attributes, functions, or 
faculties, which make it impossible to see the forest for the trees. 
The same characterization might be made as to the helpful way to 
offer biology, anthropology, statistics, economics, etc. These 
sciences have to be presented not in the conventional manner as 
isolated ‘‘subjects,’’ but expositions of dynamic facts having their 
bearing upon an understanding of contemporary affairs. 

6. The method of teaching.—Professor Dewey, who is still all 
too little appreciated as America’s greatest educator, has char- 
acterized four types of process usually confused with education 
to the detriment of the conduct and content of educational pro- 
cedure. He says education is not preparation for a remote future, 
not unfolding of something within the individual, not molding the 
individual from outside, not simply a recapitulation of the part 
for the student’s use. It is rather the process of ‘‘reconstruction 
or reorganization of experience which adds to the meaning of 
experience, and which increases ability to direct the course of 
subsequent experience.”’ 

Without entering into an extended discussion of educational 
platitudes which are as yet all too infrequently applied, I 
do urge Professor Dewey’s point that in teaching “the essen- 
tials of method are identical with the essentials of reflection.” 
The pupil must, to secure these essentials, “have a genuine 
situation of experience.’’ By which is meant that there must be 
a continuous activity in which he [the student] is interested for its own sake; 
secondly, that a genuine problem develop within this situation as a stimulus 
to thought; third, that he possess the information and make the observations 
needed to deal with it; fourth, that suggested solutions occur to him which 
he shall be responsible for developing in an orderly way; fifth, that he have 
opportunity and occasion to test his ideas by application, to make their meaning 
clear and to discover for himself their validity. 
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In that paragraph I believe that Professor Dewey has stated 
the basic requirements of educational procedure and indicated to 
what a preponderant extent it is an active, selective, pragmatic, 
and individual process. If the educator is prepared to agree and 
to admit that the method of teaching must be the method of 
reflection, he must be prepared to admit the corollary that the 
lecture method satisfies only one fragmentary part of the total 
requirement. It may stimulate, it may present a problem, it 
may supply information. But it admits of little if any of that 
active manipulation of ideas in relation to one’s own experience 
which is the heart of the learning process. It is not objected that 
we do not learn anything by being told it. Manifestly we may 
greatly accelerate the learning process by the effective presentation 
of new data through lectures if there is no other way to present the 
data. But the learning process is not complete till the student has 
made sensible and for him valid use of the data presented. We 
may learn through the experience of others but not by having it 
simply told to us. It must be assimilated, related, established in 
working relation to other currently used working hypotheses, 
before learning is complete. 

One of the definite prerequisites to the taking of the personnel 
course itself should therefore be some industrial work. Some 
background of experience in industry on the part of the entire 
class is an essential. Add to that the required reading, and the 
class begins to have a common basis in knowledge of actual experi- 
ments to discuss and evaluate. It becomes then the duty of the 
instructor to state the problem, relate it to the rest of the course, 
suggest sources of evidence, and guide the discussion. The con- 
clusions reached by the student out of this use of his material will 
have some value to him because he will have made it his own and 
thought out his own answers. Where there has been industrial 
experience previously and currently, where documentary material 
of existing methods has been available before the class, the discus- 
sional method is surely to be preferred. 

I am satisfied that graduate-school teaching as a whole goes on 
in astonishing disregard of the existence of the printing press. 
Where there is really fresh material or point of view which the 
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teacher feels he must himself present either to save time or because 
it is his own creation, lecturing may become essential. But even 
under these last conditions we make less use of mimeographed 
lectures than we might. Why spend valuable class time retailing 
fact material which the student can better absorb from the printed 
or typed page ? 

Personally I see little use for the lecture in the personnel course 
unless one labors under the handicap of very large classes. All 
the essential points of a teacher’s ideas can be drawn out by the 
Socratic method and in the process the student’s mind has been 
active, selective, critical, creative, rather than simply absorptive 
of someone else’s ideas. The process of education is not to be 
confused with that of acquiring information. To be sure, there 
is much information for the student of personnel to master; but 
infinitely more important is it that he be able to use his mind, be 
able resourcefully to meet new problems, be able effectively to 
state what he thinks and why, be able, in short, to make his past 
experience available in his immediate situation. These ends are 
only slightly served by the lecture, and it should be sparingly 
used. 

I hope I shall be pardoned for laboring this presumably common- 
place thesis. But I know how much lecturing is still being done, 
and I am convinced that creative thought is to that extent being 
stultified among a group of students where independent thinking 
and courageous self-expression are peculiarly indispensable. 

An interesting variant on the discussional method is on trial 
at the Harvard Business School. The case method is being 
developed by supplying the students with written accounts of 
actual or possible procedure and policy as revealed in some 
particular industrial situation. The student is then asked to 
discuss the case, its outcome, reasons why he would or would not 
have handled the situation in a similar manner, etc. It is hoped 
eventually to build up a body of typical cases covering the entire 
field of personnel activities and develop the subject by critical 
comment on these cases. It would seem to me in the absence of a 
complete trial of this method that if judiciously combined with 
general discussion of principles and practices based on wider 
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experience and reading, it should offer an exceedingly provocative 
manner of instruction. 

There should also be, in addition to the class work and industrial 
experience, the preparation by each student each year of a thesis 
of four thousand to eight thousand words. The subjects of these 
papers are less important than the opportunity they offer for 
original research on some aspect of managerial problems. My 
own suggestion would be that the thesis of the first year might 
treat more extensively of some general topic in the field of general 
management or wider industrial relations and that in the second 
year the thesis develop more intensively some one phase of 
personnel-administration technique. Such study as supplementary 
to the discussional or case method is a valuable way to encourage 
individual effort and resourcefulness. 

7. Necessary library organization —In presupposing easy access 
to the documentary material in this rapidly expanding field, as a 
basis for the discussional method of classroom work and individual 
preparation of theses, I presuppose a type of library service which 
is all too rarely available. 

In the first place, the subject-headings of the ordinary library 
classification systems have to be expanded to include the terms 
which are commonplace in the personnel worker’s vocabulary. 
Our teachers’ conference appointed a committee to suggest addi- 
tional subject-headings in order that interested librarians may 
index books and periodical articles under the accepted designations; 
and we hope to have such a new subject-heading list in the 
industrial-relations field available, at least in tentative form, in 
the near future. 

Once the subjects on which this department wants information 
are understood, it becomes the duty of the librarian to increase his 
inflow of pamphlet and periodical material to get this new subject- 
matter. Preferably the personnel course should have a special 
person on the staff of the business-school (or general college) 
library, interested primarily in keeping material in this field up 
to date and in having it quickly accessible for faculty and students. 
This specially assigned person should, indeed, sit through the 
personnel course for a year to get the vocabulary. He should 
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preferably have a sort of seminar room for the personnel literature 
with filing cabinets for the clipped material and with chairs and 
tables for study. He should make of his library a real working 
tool, supplementary and necessary to every student in his thesis 
and research work. Preferably also two copies of the most used 
periodicals should be bought so that one of these can be cut up and 
filed under the subject-headings. I urge this strenuously in the 
case of at least half a dozen magazines the material from which 
will never get the use its value merits if it is only card-indexed. 
For the rest a card-indexing of relevant articles will suffice. A 
limited amount of newspaper clipping should be done, but in my 
experience the mounting of such material is usually not necessary. 
Frequently the newspaper announcements of new procedures are 
presently superseded by authoritative accounts in pamphlets or 
other more permanent forms. 

The several commercial labor-information digest services should 
be appealed to either to contribute or sell at a substantial discount 
their publications for this special library use. There would, I 
believe, be genuine advertising value to them in having prospective 
executives familiar with this kind of service. And with a little 
special thought a mailing-list of organizations which publish in 
this field can be built up. 

Current information including the entire pamphlet-publication 
output in a variety of fields is indispensable to efficient library 
service. Scrapbooks of the personnel forms, records, and organiza- 
tion charts of typical corporations should be gradually developed. 
Catalogues of machine manufacturers should be collected for job- 
analysis purposes. Constitutions and publications of trade unions 
and shop committees should be assembled. Annual reports of 
important corporations should be filed. Company handbooks 
and house organs should be kept. Enough duplicate copies of the 
most used books should be available to make it possible for at 
least 40 per cent of a class to study the same material at the same 
time. In short, there is a highly specialized service to be rendered 
here which with the best will in the world the ordinary librarian 
is untrained to perform. Standard practice in library work 
contributory to personnel courses should, I believe, include a 
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specially trained librarian, a special library room, duplicate copies 
of the management and personnel magazines, and a filing system 
so carefully defined as to subject-headings that all the current 
material on every big subject is always at hand. This is by no 
means an impossible demand—it is indeed an irreducible minimum 
of equipment. 

8. Placement of graduates —There is admittedly not yet a great 
body of experience to guide us in laying down any general principles 
regarding placement. In my own experience I find that oppor- 
tunities in personnel departments tend in a more or less accidental 
and inadequate way to come to my own attention from time to 
time. I find that occasionally the establishment which takes on 
a student for field work wants to keep him permanently. I find 
that some students go to other parts of the country where they 
must to a large extent open up their own connections. 

There is a great need for a well-organized national agency or 
network of agencies in the managerial field to which the schools 
and the corporations could turn with confidence. Dr. Metcalf 
in his Bureau of Personnel Administration in New York City has 
opened a placement bureau primarily for personnel workers, but 
whether he contemplates an organization on a sufficiently large 
scale to meet the need it is impossible yet to say. Meanwhile, 
this phase of our problem is not being handled in any systematic 
way and all of us who teach spend a large amount of time acting 
as informal placement agencies and the corporations take on 
personnel workers who in many cases are pitifully unprepared for 
the work. I confess this is a problem on which I would welcome 
new light and suggestion, and particularly the founding of a national 
intercollegiate and industrial managerial placement bureau. 

Conclusion.—There is great promise for the scientific, intelligent, 
and humanly serviceable administration of industry in a greatly 
extended graduate training of college men and women in schools 
of business administration. Indeed the opportunity and the 
demand today outstrips our ability to deliver educational goods 
of the right quality. The temptation to a too rapid expansion 
is one we must avoid, for to develop this training without a well- 
thought-through instructional program, the necessary physical 
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equipment, and a properly qualified teaching staff, is to open our 
institutions to attack as promising something which cannot be 
performed. 

The field of personnel administration has, I believe, justified 
itself not only as one meriting special study but as one where a 
science is increasingly being developed. But to teach this science- 
in-the-making requires a peculiarly elaborate scheme of adjuncts— 
books, current documentary material of all kinds, special librarians, 
special field-work methods, co-operative relationship with other 
departments of the university, and a specially trained teaching 
staff in the major vocational course. 

This Association can perform no more timely service than to 
encourage training in this field, but encouragement at this early 
stage in development will wisely take the form of discouraging 
experiments which are not well planned and broadly conceived. 
Management engineering in its several phases is only beginning 
to come into its own. The rapidity of its progress depends upon 
its adherence to a “‘creed”’ similar to that already formulated by 
the Taylor Society. The engineer is there urged to ‘“‘keep the 
faith!’’ 

The faith of the community that he will undertake no service incon- 
sistent with the public welfare; and that in service consistent with the public 
welfare, but in which the interests of groups appear to come in conflict, he will 
judge carefully and sympathetically the claims of rival interests, and attempt 
to establish that unity of purpose which promotes the public welfare. 

For the executive who is to keep this faith in the difficult 
industrial days ahead, professional-school training in the science 
and art of industrial administration is certainly a crucial need. 


OrDWAY TEAD 
New York ScHoor or SociaL WorkK 








POSSIBILITIES OF A GENERAL-SURVEY COURSE 
IN FINANCE 


I. INTRODUCTORY 


The history of collegiate instruction in the field of finance, as 
I see it, runs somewhat as follows: With the rapid increase in the 
volume of material of economic importance and in the range of 
subjects to be discussed, it became impossible, some twenty years 
ago, to give in the elementary course in economics ample treatment 
to all of the economic issues of the time. One of the earliest special 
courses to be developed was that of money, or money and banking. 
This is attributable in part to its practical interest to students, in 
part to the fact that a larger volume of material was at an early 
date available here than was the case in most other lines, and in 
part to the fact that it presented an interesting field of value 
analysis at a time when the theory of value occupied a dominant 
position in general economic theory. 

These first courses in the field of money and banking did not, 
however, go far beyond the limitations imposed by the general 
introductory course in economics. They were what are known 
as applied courses; but they largely consisted of an elaboration— 
perhaps a better term would be dilution—of the money and bank- 
ing section of the elementary course in economics, the chief dif- 
ference lying in the amount of historical and descriptive material 
that was incorporated. The point of view and the scope were 
practically identical with those in the elementary course. The 
content of such a course may be briefly summarized as follows: 
Money serves as a medium of exchange, common denominator of 
value, and standard of deferred payments, the first and third of 
which give rise to most of the problems of monetary and banking 
regulation. These problems relate to the principles of coinage, 
bimetallism, the maintenance of the parity of government paper 
money, bank notes, and deposit currency, the relation of money 
and credit to prices, and the control of the price level. 
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With the increasing demands for more and more work in the 
field of practical economics which developed in the opening years 
of the present century, and particularly during the past ten years, 
with the rapid growth of schools of business administration, a whole 
series of additional courses in the field of finance has been developed. 
As now one financial subject and then another attracted public 
attention or a special student clientéle, or appealed to the interests 
of a particular instructor, additional courses in the field were 
offered. These were commonly of the short-course variety—two 
or three hours a week for a quarter or semester, the particular 
subjects and the amount of time devoted to them, however, varying 
widely in different institutions. A survey of the curricula of 
American universities and colleges reveals that courses in the field 
of finance have, until very recently at least, just grown—without 
any attempt to organize the material into a coherent whole, without 
any sequential development of courses, and with little regard for 
the relationship of the financial system to the general economic 
organization. 

The finance courses now being given in American colleges and 
universities may be divided into two classes: (a) those primarily 
in the field of theory or principles, such as would ordinarily be 
found in a department of economics; and (6) those of a more 
practical nature such as might be expected to find a place in a 
school of business administration. Those in class (a) are as follows: 
Money Central Reserve Banking 


Money and the Medium of Exchange International Banking and Finance 
Money and Banking, or Money and International Banking and Foreign 


Credit Exchange 
Banking, or Banking and Currency Foreign Exchange 
Principles of Banking Money, Foreign Exchange, and Wall 
Banking and Finance Street 
Banking, Money, and Foreign Ex- Foreign Trade and Exchange 
change Foreign Exchange and the Money 
Banking Theory and History Market 
Banking Legislation The Money Market 
Commercial Banking The Credit System 
The Federal Reserve System Credit, Price Levels, and Business 
Foreign Banking Cycles 


The Monetary Systems of Europe Money, Prices, and the Cost of Living 
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Business Cycles 

Crises and Depressions 

Economic Crises 

Financial Institutions 

Financial Institutionsand Investments 
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Financial Organization of Society 

Mortgage Banking and Agricultural 
Credit 

Agricultural Credit 

Rural Credit 


Those in class (0) are as follows: 


Bank Organization and Management 

Bank Administration 

Bank Management 

Bank Management and Banking 
Practice 

Banking Practice 

Banking Principles and Practices 

Banking Operations 

Bank Portfolios 

Bank Accounts, Mortgages, and Real 
Estate; Executors and Admin- 
istrators; Insurance 

Management and Control of Trust 
Funds 

Credits and Collections 

Domestic Credits 

Foreign Credits 

Commercial Paper 

Mercantile Paper 

Credit Management 

Investment Institutions and Bro- 
kerage 

Investment and the Money Market 

Insurance and Investments 

Investments, the Stock Exchange, 
and Speculation 

Bonds and Bond-Selling 

Investment Finance 

Investments and Investment Banking 


The Mathematics of Investments 

Investments and Business Cycles 

Mathematical Theory of Investments 

Public Utility Investments 

Commercial Credit 

Stock Exchange Organization and 
Money Markets 

Speculative Markets and Business 
Cycles 

Brokerage 

Stock Brokers 

Stock and Produce Exchange Markets 

The Work of Wall Street 

Business Investments 

Business Finance and Investments 

Corporation Finance 

Corporation Finance and Investments 

Corporation and Trust Finance 

Corporation Management and Fi- 
nance 

Corporation Accounting 

Combinations or Trust Finance 

Personal and Household Finance 

Railroad Finance 

Foreign Exchange Practice 

Foreign Exchange and Foreign Invest- 
ment 

Foreign Public Bonds 

Economic and Financial Investigation 


It will be seen from this long list of courses that there is first a 


striking lack of standardization in terminology. 


The list of eighty 


courses can probably be more than cut in two by the mere process 


of standardizing terms. 


But even more significant than the varia- 


tion in nomenclature is the diversity in scope and content of 


particular courses, whether in class (a) or class (0). 


Thus we 
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frequently find a course in money alone; sometimes we find a 
separate one in the principles of banking; and often a combined 
course in money and banking. Sometimes foreign exchange is 
included with money and banking, while again it is organized as 
separate course or treated as a part of a specialized course in the 
money market. Sometimes a course is confined to commercial 
banking; and sometimes it is devoted to financial institutions in 
general. In fact, a study of the course descriptions given under 
the titles in class (a) indicates almost every conceivable combi- 
nation of financial material. 

This characterization is equally true of the practical courses 
in the field. Witness, for example, such titles as the following: 
Foreign Exchange and Foreign Investment; Foreign Credits; 
Railroad Finance; Corporation Finance; Corporation Finance and 
Investment; Business Finance and Investment; Business Finance; 
Combinations and Trust Finance; Investments, the Stock Ex- 
change, and Speculation; Investments and Business Cycles; 
Insurance and Investments; Investment Institutions and Bro- 
kerage; etc. 

More significant than the great variety of terminology and 
diversity of content in the financial courses in different institutions 
is the general lack of any plan or scheme or presentation of the 
financial material given in any particular institution. With hardly 
an exception the larger institutions offer each year a number of 
special courses in the field of finance, with little regard to the 
correlation of material or to the development of the subject in a 
sequential manner. That is to say, there is as a rule no general 
survey course, no attempt at articulation of the various inde- 
pendent courses, and no prerequisite for any of the courses—all 
standing practically on a par. The following outline of courses 
in one of our larger universities will serve to illustrate concretely 
the truth of the foregoing statements. It is not chosen with any 
thought of making invidious comparisons; we have all been living 
in glass houses. 

UNDERGRADUATE COURSES 


Corporation Finance (Winter Session) 2 hours. This course deals with 
the problems of the corporation in connection with the raising of fixed capital. 
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Corporation Finance (Spring Session) 2 hours. This course deals pri- 
marily with the marketing of securities, including the mechanism of the stock 
exchange. The previous course is not a prerequisite; but it is recommended, 
and in case it is not taken the student is required to do some extra reading. 

Investment Finance (Winter Session) 2 hours. (Given in Extension 
Division.) This is an ordinary course in the principles of investment. No 
prerequisite; but students who have had the two preceding courses are given 
only half-credit. 

Investment Finance (Spring Session) 2 hours. This is the study of invest- 
ment analysis, with enough corporation finance for background purposes. 
No prerequisite; but only half-credit for those who have had the foregoing 
courses in corporation finance. 

Principles of Money and Banking (Winter Session) 3 hours. A general 
introductory course, giving the theory and history of money, fundamental 
principles of banking, etc. There is no prerequisite. 

Elements of Banking Practice (Spring Session) 3 hours. An elementary 
course in banking organization and routine procedure. No prerequisite. 





GRADUATE COURSES 

Analysis of Financial Reports (Spring Session) 2 hours. Practical appli- 
cation of accounting and auditing principles to the analysis and criticism of 
the financial reports of corporations. No prerequisite. Open to under- 
graduates with consent of instructor. 

Investments (Winter Session) 2 hours. An ordinary course in investments. 
No prerequisite. 

Investments: the Stock Exchange and Speculation (Spring Session) 2 
hours. This course has as prerequisite the two courses in Corporation Finance 
listed above. 

Commercial Paper (Winter Session) 2 hours. Detailed discussion of the 
different types of commercial paper and the problems of short-term credit, 
including the restrictions and limitations upon each class of instrument. No 
prerequisite. 

Bank Portfolios (Spring Session) 2 hours. A detailed study of bank loans 
and investments. No prerequisite. 

Banking Seminar (Spring Session). No prerequisite; but presumably 
open only to advanced students. 

Banking and Credit (Winter Session) 2 hours. The general theory of 
credit and prices; business statements; practical study of credits; relation 
of banking credit to business; business indexes and barometers; domestic 
exchange; and theory of clearing and cancellation of bank indebtedness 





No prerequisite. 
International Banking and Foreign Exchange (Spring Session) 2 hours. 
A practical course in international finance and foreign exchange. No 


prerequisite. 
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Central Reserve Banking (Winter Session) 2 hours. Comparative study 
of the central reserve banking systems of the world. No prerequisite. 

The Federal Reserve System (Spring Session) 2 hours. No prerequisite. 

Banking Operations (Winter Session) 2 hours. This course is rather in 
the nature of principles of bank management than of routine bank operation. 
No prerequisite. 

Banking Legislation (Spring Session) 2 hours. A discussion of the most 
important phases of federal and state banking legislation in so far as it affects 
the actual operation of the bank. No prerequisite, but intended to follow 
the course in banking operations. 

Financial Institutions (Winter Session) 2 hours. A discussion of the func- 
tion and operation of non-commercial banking institutions—trust companies, 
savings banks, private banks, and investment houses. The principles of 
long-period banking credit as contrasted with those of short-term commercial 
lending. 

Mortgage Banking and Agricultural Credit (Spring Session) 2 hours. A 
study of long-term credit and investment operations in connection with the 
development of land and permanent improvement or construction enterprises. 
Comparative analysis of the rural credit and mortgage banking systems of 
Europe as contrasted with the systems (federal and state) now in process of 
development in the United States. 


It will be noted that in this organization of material there is 
nowhere any general course in finance; there is only a series of 
short courses on financial topics. Moreover, except for the 
advanced course in Investments: The Stock Exchange and 
Speculation, there are no prerequisites. It should be observed, 
however, that the arrangement of courses in winter and spring 
sessions is doubtless designed with a view to sequence; but the 
fact that the spring courses characteristically have no prerequisite 
does not guarantee that such courses will have a group of students 
that is homogeneous so far as previous training is concerned. 
Moreover, one would expect to find in a spring-session course in 
Bank Portfolios, some who had the winter-session course in 
Banking and Credit, others the winter-session course in Commercial 
Paper, and still others the winter-session course in Central Reserve 
Banking. 

It should also be observed that the graduate courses, with the 
single exception of the course in Investments: The Stock Exchange 
and Speculation, are not built upon the undergraduate work in 
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finance. For example, a graduate student might take the winter- 
session course in Commercial Paper without ever having had a 
course in the Principles of Money and Banking, Corporation 
Finance, or Banking and Credit. Or he could take a course in 
the Federal Reserve System in the spring session, without ever 
having had any preliminary instruction whatever in the field of 
Money and Banking. 

Finally, it should be noted that the graduate courses—with one 
exception—are not open to undergraduates. An undergraduate 
in the institution in question cannot take the more elementary 
courses listed in the graduate curriculum no matter how many of 
the undergraduate courses in the field he may have had; and on 
the other hand a graduate student can take any of the graduate 
courses, quite regardless of the fact that he may never have had 
any work in finance as an undergraduate and only such general 
instruction in political economy as one might get from a study of 
one of Mr. Scott Nearing’s numerous treatises. 


II. SHORTCOMINGS OF THE TRADITIONAL COURSE IN 
MONEY AND BANKING 


This general survey of the organization of the work in finance 
in American universities and colleges will, in the main, serve, I 
believe, to show that there zs no organization. It is my task to 
suggest in this paper the possibilities of developing the work in 
finance in some systematic and orderly fashion based upon some 
central idea as to the purposes of financial instruction. To this 
end the main emphasis will be devoted to a discussion of the scope 
and content of what may be designated a general survey and uni- 
fying course in the financial field. 

I should perhaps state at the beginning that my present formu- 
lation of such a course is the result of some six years of experi- 
mentation. And I can perhaps best make clear the reason for my 
present views on the subject by relating my personal experiences. 
I was reared in the way of all good economists of the old school, 
reverencing eternal economic verities and traditional methods 
of instruction—fearing alike the professors and their economic 
erudition. Accordingly, when early in my teaching career I was 
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asked to give a course in Money and Banking, I eagerly seized the 
opportunity presented to instruct my students in the accepted 
principles of the science. In brief, on the money side I gave them 
the functions of money, the history of bimetallism, and the regu- 
lation of the various forms of metallic and paper currency; and 
on the banking side I discussed the functions of commercial banking 
in creating bank notes and deposit currency (being careful to point 
out that commercial bank loans were extended only for the purposes 
of commerce or marketing); the problems of regulation in the 
United States and the superiority of European central bank systems, 
Finally, I gave them the ‘‘true dope”’ on the relation of money 
and bank currency to prices. 

But I found the subject a somewhat difficult one to teach— 
on the whole rather dull and uninteresting to the students. Whether 
this was attributable to the fact that in the elementary course in 
economics they had already been set straight on the functions of 
money, bimetallism, bank credit, and the quantity theory, or 
whether the exposition of the inherently practical and fascinating 
field of finance had fallen into an academic and unrealistic form, 
I have never quite made up my mind. In any event my students 
were never sufficiently thrilled over this course to cause me any 
regrets when in due course I was led to undertake a reorganization 
not only of the course in money and banking but also of the entire 
field of finance. 

As I conceived the task of organizing the work in finance, it was 
necessary to have in mind alike the needs of the general student, 
the would-be economist, and the would-be business man. And 
I may say at once that I have never found any reason, so far as 
the introductory course in finance is concerned, for presenting the 
material in any different way for any particular part of the 
constituency. 

My first experiment was an attempt to make a general course 
in money and banking serve as a satisfactory prerequisite to 
advanced courses in the field. In brief, my experience convinced 
me that many of the specialized advanced courses in the field of 
finance could not well be built upon the traditional introductory 
course in money and banking—owing to its extremely limited 
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scope, to which reference has already been made. Moreover, the 
traditional course seemed, to my students at least, highly academic 
and without much practical relation to real business and financial 
affairs, except, of course, here and there in particular sections, 
such as those dealing with the practical operations of a commercial 
bank and the nature and purpose of the Federal Reserve System. 
So considerably have I subsequently changed the scope of the 
general-survey course that I feel it necessary to lay especial 
emphasis upon what I now conceive to be the limitations of the 
traditional treatment of money and banking. 

The place of money and banking in the orthodox treatment of 
political economy may be set forth somewhat as follows: Eco- 
nomics may be divided into production, exchange, and distribution. 
With this division of the subject-matter, an outline of the broad 
problem of political economy may roughly and colloquially be 
paraphrased in the following terms: Human wants constitute the 
point of departure, the desire for consumptive goods being the 
mainspring of human activity and productive effort. Then are 
discussed the fundamental factors of production—labor, land, 
capital, and management. Having gotten the goods produced 
and on the market, the problem of evaluation for the purposes of 
exchange arises and this leads into a discussion of the laws of value. 
Speaking of exchange, one is reminded that money serves as a 
standard in which exchange values are expressed and a medium 
by which the ownership of goods on the market is transferred. 
And speaking of money as a medium, one must also note that there 
are various kinds of money, among them being bank money, both 
notes and deposit currency. Having gotten these goods produced 
and exchanged, it is next in order to consider the division of the 
social dividend among the various agents of production—land, 
labor, capital, and management, respectively. 

In elucidating the principles of economics in accordance with 
this division of the subject-matter, most writers leave the impres- 
sion that money is largely divorced from the productive process. 
For instance, Taussig, after concluding Book I, ‘The Organization 
of Production,” begins the discussion of Book II, “Value and 
Exchange,” thus: “The division of labor brings in its train the 
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exchange of goods between those who undertake the separated 
acts of production. Exchange in turn brings the phenomenon of 
value, money, and price,”* and adds in Section II: ‘Almost as 
early as the division of labor a medium for exchanging the various 
products came into use.” Hence a discussion of the phenomenon 
of money and credit in connection with the exchanging of goods 
that have been produced. Taussig does not even suggest that 
money is in any way a productive agent. He merely notes “how 
completely division of labor and exchange work out their results 
through the use of money.’ The point of view exemplified by 
Taussig in the foregoing excerpts is the one most commonly found 
in general treatises. It is to be added that such writers do not 
deny that money is not at least indirectly an agent of production; 
but they undoubtedly give the impression that it has no relation 
to the processes of production. 

Some writers, it is true, relate money to the productive process 
by including in the classification of utilities, possession utilities. 
As goods are not fully produced when they leave the factories or 
the farms, they must be transported, hence place utility; they must 
often be stored, hence éime utility; and, finally, their ownership 
must be transferred in the market place, hence possession utility. 
Money as a medium of exchange, or of transferring ownership, 
thus serves in the final stage of the complex productive process. 
But the text which indicates that in this way money plays a direct 
part in production still leaves the relation of money to economic 
organization anything but adequate. The analysis would indicate 
that money is of service only in the last stage of the productive 
process, in connection with the exchange of finished goods between 
producer and consumer. What is not deducible from such analysis 
is that money is also the means of organizing production, of bring- 
ing together the various agencies of production (land, labor, capital, 
and managers), and fusing them into a business organization that 
can turn out a product capable of ministering to human wants. 
Society is now organized on a pecuniary basis and money is 
the indispensable prerequisite to the assembling of the concrete 
t Taussig, Principles of Economics, rev. ed., I, 113. 

2 Ibid., p. 114. 3 Ibid., p. 115. 
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instruments of production. The business man uses money, or its 
equivalent, to purchase materials for the construction of his factory; 
he uses his money in buying the supplies and materials necessary 
for its equipment; he bids competitively in the markets of the 
world for the raw material for use in the process of manufacturing; 
and he employs money as a means of attracting to his organization 
the requisite labor force and corps of administrative officials. In 
short, every act of the productive process itself revolves about the 
use of money. There is, of course, nothing particularly new in 
this statement of the case. What is interesting is that the writers 
of general treatises on economics have usually regarded it as 
unnecessary to make any mention of the part that money plays 
in the organization of productive activities, thereby giving the 
whole subject a very imperfect as well as unrealistic presentation. 

The treatises on money and banking which follow the traditional 
conception laid down in the general treatises—that money is used 
in exchanging goods that have been produced through the united 
effort of land, labor, and capital—in similar fashion make no 
reference to the part that money plays in the organization of 
productive activities. In connection with the function of money 
as a common denominator of value, the current statement is that 
the existence of a common denominator or standard of value saves 
the individual the necessity of comparing a large number of 
exchange rates,‘ thereby burdening his weary mind with innumer- 
able exchange. 

As a matter of fact only a relatively small number of exchange 
ratios would need to be kept in mind. This method of stating 
the significance of the common denominator of value results from 
the traditional practice of discussing money only under the heading 
of exchange. 

But when one shifts the point of view from the significance of 
money in exchanging consumptive goods that have already been 


* As Mill puts it: “Ifa tailor had only coats, and wanted to buy bread or a horse, 
it would be very troublesome to ascertain how much bread he should obtain for a 
coat, or how many coats he should give for a horse. The calculation would have to 
be recommenced on different data, every time he bartered his coat for a different 
kind of article.”—Principles of Political Economy, 5th London ed., II, 17-18. 
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produced, to the part that a common denominator of value, or 
pecuniary unit of calculation, plays in the organization of produc- 
tive activity, it becomes readily apparent that money in this 
capacity also plays an extremely important réle in the field of 
production. The truth is that without a common denominator 
of value—or pecuniary unit—it would be impossible to keep 
financial accounts or to give commensurability to unlike units of 
consumptive goods, capital goods, labor power, what not. Without 
the pecuniary unit all other units of measurement would be value- 
less for the purposes of business. As a qualitative unit of measure- 
ment the dollar serves as a guide to the business man in the 
development of new methods and new technique, in a word, in 
the making of the innumerable decisions which he must render 
from day to day. The price-and-profit system based on the 
pecuniary unit serves as a guide in the directing of labor and 
capital from place to place and from industry to industry. Account- 
ing systems based on the dollar unit also make possible govern- 
mental supervision and control of industrial affairs. All this finds 
no place, however, in the traditional discussion of the réle of money 
in economic activity, despite the pretension that the analysis is 
disclosing the way in which society has organized itself for the 
production of wealth. 

In connection with the standard of deferred payments, some- 
what more attention has been given to the relation of money to 
business activities in the field of production. For it is not infre- 
quently pointed out that a poor standard of deferred payments is 
a great deterrent to business enterprise, owing to the increased 
business risks that result therefrom. But even in this case the 
relation of the standard of deferred payments to the conduct of 
business is usually treated as an incidental feature. The emphasis 
is rather placed upon the relation of the standard of deferred pay- 
ments to prices. And in discussions of the price level the emphasis 
is placed upon the equities between debtors and creditors in 
connection with long-time borrowing operations and upon the 
effects of changing prices upon the various classes of the com- 
munity. The question of individual justice is apparently the 
primary consideration. 
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Now the problems of securing a stable standard of deferred 
payments, and the maintenance of parity with this standard of 
the various forms of token and representative currency, have been 
among the most fascinating inquiries in the whole realm of political 
economy and by many have come to be regarded as about the 
only significant financial issues that need concern the economist. 
As a professional friend of mine once said: ‘The economist’s 
problem is the price problem. Why should he therefore concern 
himself about other financial issues?” ‘The obvious answer is 
that it is only one of many problems of vital interest to the econo- 
mist who would understand the significance of money in indus- 
trial society. The perennial controversies that have raged about 
the relation of money to prices have, however, tended to shift the 
emphasis away from other important monetary considerations 
and to obscure the réle that money plays in connection with the 
organization of economic activity. 

Now the point to all the foregoing discussion is merely this: 
a discussion of money, and of bank notes and deposit currency, 
which assumes that the sole purpose of money is to exchange goods 
that have been produced by land, labor, and capital (without the 
use of money) is not only academic, in the objectionable sense of 
that term, but it provides no basis for an adequate discussion of 
either the problems of business finance or the problems of eco- 
nomic organization. To consider for the moment only the limi- 
tations of such an analysis from the point of view of business 
instruction, it is never conclusive to the business man or the busi- 
ness student to be told that the function of money is to exchange 
goods that have been produced. Nor is he convinced of his error 
when he is told that “‘capital’’ does not consist, as one fancies, of 
money or purchasing power, but only of concrete material instru- 
ments such as factories, machines, etc. 

In the first instance, the business man’s capital does, in fact, 
consist of money, or its equivalent, and he uses it to buy and 
assemble land, labor, capital, etc., and to weld it into a productive 
organization. That fourth factor in production, sometimes desig- 
nated as organization, is worked out only through the instrumen- 
tality of money. I conclude therefore that if a general course in 
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money and banking is to be organized for the purposes of the 
business student the point of view from which money is discussed 
must be materially altered. We must see the problem of money 
as it confronts the business man engaged in any of the fields of 
production, or exchange, in our pecuniary society. Incidentally, 
the student may of course still be made to see that goods (and 
services, for that matter) in final terms do get exchanged by means 
ofmoney. And similarly, the economic consequences to the various 
groups in society of changes in the level of prices may also be 
discussed. But in this connection I would add that the problem 
of price changes, as it affects the productive activities of business, 
should not be ignored as is customarily the case both in general 
treatises on economics and in the specialized texts on money and 
banking. 

So much for the shortcomings of the traditional discussions of 
money, particularly as viewed from the standpoint of the business 
curriculum. My efforts to organize a general-survey course in 
money and banking revealed an even greater difficulty or weakness 
on the banking side. For, as is already indicated, the emphasis 
upon money and its relation to prices has led to a confinement of 
the discussion of banking to commercial banking only—this for 
the reason that commercial banking alone provides, in bank notes 
and deposit currency, media that are acceptable in exchanging 
goods. In consequence, the whole discussion of banking, with the 
exception of a brief section devoted to financial panics, has usually 
centered around the maintenance of the parity of bank currency 
with gold; the function of bank currency in exchanging goods; 
and the relation of bank credit to prices. I trust I will not be 
understood as objecting to such discussion; my point is merely 
that this narrowing of the scope of banking has rendered the 
traditional treatment of finance quite inadequate for the purposes 
of the business curriculum or, for that matter, for the purposes of 
the general economics curriculum. For example, one repeatedly 
finds the doctrine that the commercial bank should (properly) 
function only in connection with commerce—with the marketing 
process, whereby the economic gap between producer and consumer 
is bridged. This is not only inadequate theory; it embodies a 
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fundamentally erroneous conception of the nature of the modern 
business and financial organization. 

Now the numerous financial agencies and institutions, other 
than the commercial bank, which are found in modern economic 
society did not naturally fall within the scope of this traditional 
theory of the réle of money and banking in the economic system. 
Accordingly, we usually find only incidental reference to them, 
either in the general texts on economics or in the special works in 
the field of money and banking. It was not surprising, therefore, 
that one should find, as I did, that the traditional study of com- 
mercial banking did not serve as an adequate basis for a survey 
course in the financial field. Somehow or other the large number 
of other financial institutions and agencies which had grown up in 
modern times and which are made use of by the business man of 
today must be brought into the picture. I therefore conceived 
the idea of a general-survey course which was designated “ Financial 
Institutions.” 


III. AN ATTEMPTED GENERAL-SURVEY COURSE IN 
FINANCIAL INSTITUTIONS 


In brief, the idea in the course on Financial Institutions was 
to disclose to the student the nature and the functions of all the 
financial agencies and institutions that exist in the modern world. 
Money, in its various functions, was considered—as also the work 
of commercial banks, savings banks, investment banks, insurance 
companies (in their banking aspects), the stock exchange, etc. 
But the difficulty here was that one was tempted either to include 
within a single course everything that had been discussed in the 
whole series of specialized courses in the various divisions of 
finance—a task to be despaired of—or else to make the course a 
very elementary one, designed merely to give the student a bird’s- 
eye view of financial problems and of the financial system in 
general. There was, indeed, grave danger that it would be of so 
elementary and fragmentary a nature as to be sadly wanting in 
genuine intellectual content. Experience showed that what was 
really needed was not a series of descriptions or discussions of 
financial institutions in turn, but an analysis which would reveal 
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the broad outlines and the significance of the financial system 
conceived as a unit and as an integral part of the general economic 
organization. The individual financial institutions all needed to 
be related in some fashion as parts of a general financial structure. 
The tie that binds must somewhere be found if a general-survey 
course in finance were to be worthy of the name. This, I gradu- 
ally came to feel, was quite as important for the purposes of general 
economic analysis as for the purposes of the business curriculum. 


IV. THE SURVEY COURSE IN FINANCIAL ORGANIZATION 


At least one tie that binds the financial system together, one 
point of view that reveals a correlated financial structure within 
the larger economic organization, has been discovered. A diagram- 
matic presentation of a portion of the financial structure is shown 
below. A similar diagram, with appropriate variations, may be 
drawn for partnership and agricultural enterprise.t But for our 
present purposes this diagram from the point of view of corporate 
industry will suffice. 

The purpose of this diagram is to indicate that in a capitalistic 
pecuniary society all of the financial institutions and agencies 
which ‘exist have been developed for the purpose of facilitating 
the raising of the capital (funds) required by modern business 
enterprises. For purposes of exposition this capital is divided into 
fixed and working capital. ‘The fixed capital is raised through the 
sale of stocks, short-term notes, and bonds—the funds being 
derived from the ultimate purchasers of these securities, that is, 
from the rank and file of individuals and investing institutions. 
Sometimes the purchaser of securities is reached directly, without 
the help of any financial intermediary; sometimes he is reached 
through promoters and dealers in low-grade securities; and some- 
times through investment banking institutions dealing in high- 
gradeissues. These institutions in turn utilize salesmen, newspaper 
advertising, circulars, etc. And in so far as securities are pur- 
chased by insurance companies, savings banks, trust companies, 
and commercial banks, these institutions serve as secondary 


* For such diagrams see the writer’s text on The Financial Organization of Society, 
PP- 134, 650. 
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intermediaries between the furnisher of the funds and the bor- 
rowing corporation. 

The stock exchange appears at one side as a great central 
market place, alike for securities that have once passed through 
the hands of financial middlemen to purchasers, and for securities 
that have not been finally absorbed by the investing public but 
are still being carried in the speculative market. The transverse 
lines connecting the stock exchange with the purchaser of securities 
and with other financial institutions are designed to suggest that 
interrelations exist between these institutions. It will be noted 
also that the diagram indicates that some of the funds derived 
from the sale of stock, short-term notes, and bonds are used for 
working-capital purposes. (Note the dotted line through the 
working-capital side of the chart.) 

On the working-capital side, the chart indicates that corpo- 
rations borrow funds for operating expenses from commercial 
banks—much of it directly, but some of it indirectly through the 
intermediation of commercial-paper houses and commercial-credit 
or discount companies. The transverse lines connecting the 
commercial banks and the Federal Reserve institutions with 
investment banking institutions and the stock exchange are 
designed to indicate interrelations in the financial system, some 
of which will be presently discussed. 

For the moment, what needs emphasizing is that these financial 
institutions are all engaged in a common task of transferring the 
funds of the ultimate savers of society listed at the bottom of the 
diagram to the borrowing corporation which is placed at the top. 
Together these institutions constitute a financial structure; they 
make up the component parts of the modern financial system 
about which all economic activities center, on the basis of which 
industrial society is organized. 

The advantage in organizing a survey course in finance around 
this central problem of raising fixed and working capital for modern 
business uses is—from the point of view of the business student— 
this: that one may thus see at a glance the relation of the individual 
business to each and every part of the financial system. The 
modern business has its setting in the midst of a financial system 
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upon which it is at all times in manifold ways dependent; and a 
sound financial policy can be formulated only in the light of 
knowledge of the services rendered by each of the financial agencies 
and institutions and of the working of the financial system in 
general. 

In such a survey course I have found it possible to present a 
general view of the problem of raising capital that involves some- 
thing more than mere description of the work or the various finan- 
cial institutions, that provides sufficient mental pabulum for the 
most aspiring student. At the same time such a general-survey 
course does not need to exhaust the subject-matter in any particular 
division of the subject. For example, while it touches upon the 
problems of corporate finance in so far as it discusses the forms 
of credit instruments and the financial institutions that may be 
utilized by a business man in raising capital, it makes no attempt 
to discuss in detail the best method of financing for particular 
corporations under specified conditions. It does, on the other 
hand, make possible the giving of an advanced course in corpo- 
ration or business finance where the instructor may take it for 
granted that every student in the class knows the general distinction 
between fixed and working capital, between bonds and the various 
types of stock, and, more important, knows something of the 
services that are rendered by the numerous types of financial 
institutions upon which the financing of business is dependent. 
Similarly, a course on the stock exchange or on brokerage may 
proceed from the assumption that the student already has some 
knowledge of the organization of the stock exchange and the place 
that it occupies in the general financial system. And so, also, in 
each of the advanced courses in finance it will be found that all 
the students have a common background of information and a 
general view of the relation of the particular part of the financial 
system which they are to study in detail to the financial system 
in general. 

From the point of view of advanced courses in economics as 
distinguished from those in the school of business administration, 
the same consideration holds. If all the students have had a 
general-survey course in finance such as is here suggested, it is no 
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longer necessary to spend several weeks in each advanced course 
on elementary topics or else shoot over the heads of a considerable 
portion of the class. 

Quite as important is the elimination of duplication that is 
made possible in advanced courses. Who of us has not, either as 
student or teacher, in the field of finance as well as in other divisions 
of the economic and business curriculum, been appalled by the 
amount of duplication that occurs? All will of course agree that 
some duplication is both inevitable and beneficent. But the 
recognition of this fact by no means warrants a fraction of the 
duplication of effort that has characterized our work ever since 
the multiplication of courses began. For example, as a student I 
took a course in money, which of course included a discussion of 
the controversial issues on the relation of money and prices. Such 
a discussion inevitably raised the question of bank credit and thus 
required on the part of the instructor a more or less detailed dis- 
cussion of banking operations and the phenomenon of credit 
currency. Then later I took a course in banking, where special 
emphasis was placed upon the problem of banking reform. So far 
as I personally was concerned, there was no need in this course of 
again discussing the details of banking operations and the phe- 
nomena of bank credit. But about so per cent of the class had 
not had the course in money, just as when I took the course in 
money about 50 per cent of that class had not previously had a 
course in banking. In consequence it was necessary for the 
instructor in both courses to discuss the general principles of 
banking and credit. Still later I took a course in crises and depres- 
sions. In the course on banking I had perforce studied in some 
degree the problems of financial crises and panics; but since a 
considerable percentage of the class had not had the course in 
banking, their minds were a complete blank so far as the phenomena 
of the business cycle are concerned. Thus here, as in each of the 
other cases, the level of instruction had to sink to the level not 
merely of the minimum intelligence but of the minimum previous 
training of the members of the class. I think it is no exaggeration 
to say that one-third of the time of the class was wasted in needless 
duplication which could have been avoided by a general-survey 
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course embodying material common to each of the courses appro- 
priately lying in the field of more advanced study. A general- 
survey course makes it possible for the advanced courses to be 
really advanced. 


V. THE RELATION OF FINANCIAL ORGANIZATION 
TO ECONOMIC ORGANIZATION 


In the foregoing discussion reference has been repeatedly made 
to the relation of the financial system to the general economic 
organization, and the statement has been made that modern 
industrial society is financially organized and controlled. How, 
specifically, is the modern financial structure linked up with the 
general economic organization, and how, concretely, does it control 
the economic system? One answer to this problem has already 
been suggested in connection with the réle that the pecuniary unit 
and the price system plays in the organization of economic activities. 
Another is to be found in the interrelations of finance with the 
problems of the business cycle. 

Courses on money and banking have characteristically attached 
relatively little importance to the business cycle. True, there has 
usually been a chapter devoted to a discussion of the events of a 
financial panic and the devices that are necessary to prevent the 
periodic breakdown of the financial machinery. But there has 
seldom been any attempt to link up the whole problem of banking 
and finance with the phenomena of the business cycle, conceived 
as the normal condition of industry. Financial theory, like general 
economic theory, has usually been predicated upon relatively 
static conditions, as though labor and capital were commonly fully 
employed, with the industrial machine running with relatively 
little friction—save when some panic or financial cataclysm, like 
an earthquake, breaks out and rudely shakes the foundations of 
the whole financial structure. We shall not get very far toward 
an understanding either of the financial or the economic system 
until we recognize, with Mitchell, that “in the real world of business 
affairs are always undergoing a cumulative change, always passing 
through some phase of a business cycle into some other phase. 
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.. . « In fact, if not in theory, a state of change in business condi- 
tions is the only normal state.” 

The truth is that the entire economic system is inextricably 
tied up with the general financial and credit system. Borrowing 
corporations not infrequently find that the supply of credit both 
for fixed- and working-capital purposes is inadequate for their 
requirements—either because of an insufficient volume of saving, 
an outflow of reserve funds from the country, an increase in the 
volume of business beyond the credit capacity of the banks, or a 
rising price level which requires a steadily expanding volume of 
liquid capital with which to effect a given volume of production. 
And because of the phenomenon of the business cycle there are 
times when the entire business and credit structure is completely 
disrupted, resulting in unemployment for millions of persons and 
financial failure for thousands of business concerns whose only 
fault lies in being unfortunately placed in the economic system. 

Business corporations and individual workers are dependent 
upon the smooth functioning of the credit system not merely for 
the regularity of profits and wages; as investors in corporate 
securities they are also dependent upon it for the safety of their 
savings and the perpetuity of interest payments. Literally almost 
every individual and every institution is, under modern conditions, 
vitally interested, as an investor, in the efficient working of the 
financial system. Corporations and other business concerns are 
obliged to invest reserve and similar funds in the securities of other 
corporations; banks, insurance companies, clubs, educational and 
charitable institutions, labor-union organizations, and trust estates 
—all are of necessity holders of corporate securities; and, under 
a pecuniary order, the individual laborer or salaried man can 
effect the savings required for sickness and age only through the 
investment of pecuniary income, directly or indirectly, in the bonds 
and shares of corporate enterprises. To a greater or less degree 
all classes of society are thus dependent upon the efficient func- 
tioning of the pecuniary mechanism. And the entire financial and 
economic system is bound up with the phenomena of the business 
cycle, which is itself a result of the evolution of the modern 
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pecuniary credit system. An adequate discussion of either the 
modern financial system or the modern economic system must 
therefore be based upon and constructed around a discussion of 
the phenomena of the business cycle. 


VI. AN OUTLINE OF ADVANCED COURSES 


There is outlined below a list of the advanced courses in the 
field of finance which may be built upon the suggested general 
course in financial organization. But preceding the advanced 
specialized courses here listed are two other courses in the field 
called, respectively, the Business Managers Administration of 
Finance, and Risks of Capital. These courses follow the course 
in Financial Organization and round out the first year of work in 
finance. Their scope and purpose are discussed, in the addendum 
by my colleague, Dr. Charles O. Hardy. 


(Advanced Specialized Courses) 


Commercial-Bank Management 

Investment-Bank Management 

Investment and Speculation 

Insurance 

Business Cycles 

Corporation or Business Finance 

Foreign Exchange and _ International 
Finance 

Laws of Bills and Notes 

Banking and Financial Law 

Money, Prices, and the Cost of Living 

Comparative Financial Systems 

Economic Theory in the Light of the 
Modern Pecuniary System 


(Survey Course) 
Financial Organization 
of Society 





Each of these advanced courses may be followed by problem or 
research or seminar courses—as many as the needs or the resources 
of particular institutions require and permit. 

I hold no brief for the particular terminology employed in 
designating these advanced courses or for the suggested grouping 
of material. Indeed, so far as my own portion of this advanced 
work is concerned, I have not gone far enough in my own develop- 
ment to have very definite views as to the precise scope and content 
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of each course. Nor am [ at all concerned over their delimitations: 
while I am in favor of standardization in the more elementary and 
intermediate work, for the advanced courses I should like to leave 
the door open to eternal experimentation. 


VII. A PEDAGOGICAL ISSUE 


One fundamental pedagogical issue is raised in connection with 
this proposed general-survey course. Is it possible in a general- 
survey course in finance to give more than a smattering of factual 
material with reference to each part of the financial system and 
other than a confused picture of the system as a whole? And 
would it not be better to give, first, a series of special courses in 
each division of finance, rounding out the curriculum at the end 
with a course broadly conceived and designed to tie together the 
various financial courses previously given, and to give the student 
a clear understanding of the nature of the modern financial system 
and its relation to the general economic organization ? 

With reference to the first question, it will be noted that it is the 
question that has so often been raised in connection with the general 
introductory course in economics. Can one give there anything 
besides a modicum of unrelated factual material ? Does the student 
come out of the introductory course in economics with any real 
appreciation of the nature of the modern industrial system? Would 
it not be better for him to take, first, a series of special courses in 
each of the various fields of economic inquiry? It is quite unneces- 
sary for me to discuss these time-honored issues. The fact that 
practically all American institutions still hold to the practice of 
giving a general introductory course—of one sort or another—is 
sufficient to indicate where the concensus of opinion still lies. 

Now, if it is possible in the introductory course in economics 
to give the student a general survey of the economic system, it 
should be considerably easier to give him a significant view of the 
financial part of the economic system before he has taken detailed 
courses in the various divisions of the field. My experience in 
giving a general-survey course in finance—as also that of my 
colleagues who have shared the burden of teaching the course in 
Financial Organization—has been that there are no serious diffi- 
culties involved. 
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With reference to the second question, whether a general course 
in finance ought not to be given at the end of the student’s training 
in that field, it seems to me that there is sound argument for such 
a procedure—not, however, in lieu of a survey course at the begin- 
ning, but as supplementary to such a course; just as I feel that 
there is sound argument for a correlating course in economic theory 
and another in business organization at the conclusion of one’s 
general training either in economics or business. Incidentally, I 
may say that I think one may strike pay dirt in subjecting general 
economic theory to criticism in the light of the phenomena of the 
modern pecuniary and financial mechanism. It will be observed 
that in the list of advanced courses, given in the diagram above, 
such a course is suggested. 

It should be added that the course in Financial Organization is 
given five times a week for the eleven to twelve weeks which con- 
stitute a quarter’s work at Chicago. This is roughly equivalent 
to three hours a week for a semester at other institutions. We 
find no difficulty in compassing the course, as it is now organized, 
in one quarter’s work. 


VIII. SOME THEORETICAL CONSIDERATIONS 


At the conclusion of this paper, I should like to suggest some of 
the results of this reorganization of materia! in the financial field 
upon my conceptions of certain important fundamental financial 
issues. Space does not permit more than the merest statement 
of certain conclusions. 

In the first place, I have come to believe that the traditional 
distinction between fixed and working capital, while pedagogically 
valuable as a point of departure, has little fundamental validity. 
Funds derived from the sale of stocks and bonds are used for 
working-capital purposes, as well as for the creation of plant and 
equipment; and funds derived from the sale of promissory notes 
and bills of exchange are often used for fixed-capital purposes. 
Moreover, it is not merely the funds derived from the sale of stocks 
and bonds that are used permanently or continuously in business; 
a large portion of the funds borrowed through the use of promissory 
notes and bills of exchange is also used continuously by businesses, 
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for any going concern must have a continuous supply of working 
or operating capital, much of which, under modern conditions, is 
continuously borrowed from commercial banking institutions. 
The only significant distinction therefore is between the constant 
capital of a business—including both the fixed capital and that used 
for operating purposes—and the variable supply, that is, the supply 
which fluctuates with seasons and with cycles of business. More- 
over, the traditional theory that commercial banks do (or should) 
furnish funds only for extraordinary peak loads is absurd. 

In the second place, I have been forced to conclude that that 
conception of commercial banking which assumes that the function 
of the commercial bank is only to create media of exchange for 
use in the marketing of goods is altogether inadequate and mis- 
leading. The fact is that commercial banks extend credit for the 
producing of raw materials and the manufacture of them into 
finished commodities as well as for the exchanging or marketing 
of finished goods. But even more significant is the fact that the 
commercial banking system occupies a dominant position in the 
entire financial and business structure. Bond houses, insurance 
companies, savings banks, and trust and mortgage companies, all 
look to the commercial banking institutions for accommodation 
in case of need; they are dependent upon the solvency of the 
commercial banking system for the safety of their deposited funds; 
and they are dependent upon the lending power of the commercial 
banking institutions for the conduct of their business from day to 
day. An inadequacy of commercial banking funds means a direct 
lessening of the underwriting activities and other operations of 
investment bankers; it means an impairment of the ability of the 
savings institutions and of the insurance companies to meet their 
financial engagements and obligations; and whenever there is a 
breakdown of the complicated commercial banking mechanism 
the entire financial system is thrown completely out of gear. 

Not only does the commercial banking system constitute the 
center of the entire financial structure, but it lies as well at the 
base of all modern business operations. Every business concern, 
practically speaking, is dependent directly or indirectly upon the 
commercial banks both for the safety of deposited funds and for a 
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continuous supply of borrowed capital—both fixed and working 
capital. Any failure of the commercial banking system to function 
normally therefore has its direct effect upon every phase of financial 
and business activity. Commercial banking thus does something 
more than to supply exchange media and to facilitate the marketing 
of goods without the use of money. It controls and conditions all 
business activities; it is the foundation of the whole complex 
financial and economic organization of modern society. 

Finally, the conception of commercial banking in its relation 
to the entire economic system that has just been outlined has led 
to a very considerable modification of my views in the matter of 
price theory. When one conceives the price problem as merely 
one of comparing the total quantity of goods that has been pro- 
duced with the quantity of circulating media available for exchan- 
ging them, he arrives at certain conclusions. When one considers 
the relation of commercial banking to productive and financing 
activities, to the rest of the financial system, and particularly to 
the phenomena of the business cycle, he is, I believe, certain to 
find that new light will be shed upon all the controversial issues 


of monetary theory. At any rate, this has very definitely been 
the case in my experience. 


Harotp G. MovuLton 
UNIVERSITY OF CHICAGO 


ADDENDUM 


I have been asked to describe the two courses which follow Mr. Moulton’s 
course in Financial Organization, and with that course make up the year’s 
work in finance and risk-bearing which is required of all students in our School 
of Commerce and Administration Before describing the content of the 
courses, however, it may be well to indicate their place in the curriculum. In 
the Freshman year, our students regularly take one combination business and 
economics subject throughout the year, the usual sequence being Industrial 
Society, Business Administration, and Value and Distribution. The Eco- 
nomic History of the United States is sometimes taken, also, in the Spring 
Quarter. Throughout the remainder of his four years’ course, the student’s 
time is largely devoted to economic and professional business courses. Approxi- 
mately one-half of these studies are general in character, and are required of 
all students of the School. The other half includes the advanced courses in 
his own field, with opportunity to include advanced courses in other related 
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fields. Required courses in English, psychology, geography, and language 
pretty well complete his program, there being comparatively little opportunity 
for the inclusion of courses not directly pointed toward his professional training. 

In regular sequence the students take accounting and finance throughout 
the Sophomore year. These two subjects make up two-thirds of his work. 
Each class meets five times a week. Six sections are provided. We have 
never tried a plan of lecture groups and quiz sections in this subject. 

The course in Financial Organization discussed by Mr. Moulton is given 
in the Autumn Quarter, and is followed in the Winter Quarter by one in 
Business Manager’s Administration of Finance, and in the Spring Quarter by 
one in Risks of Capital. Sections of Financial Organization are also provided 
for Arts, Literature, and Science students in quarters other than the Autumn, 
but the other two courses are at present provided only for students in Com- 
merce and Administration. 

The course in Business Manager’s Administration of Finance is intended 
to furnish, as its title indicates, a survey of the whole field of financial man- 
agement. The larger portion of the work is drawn from material usually 
given in courses in corporation finance. Texts by Lough, Lyon, Walker, and 
Mead have all been used extensively, and we expect to draw heavily on 
Dewing next year. Naturally, in an eleven or twelve weeks’ survey it is 
impossible to treat fully all questions which could properly be brought up in 
such a study. In selecting material for presentation, every effort is made to 
emphasize the points which are likely to be made of theoretical or practical 
significance to those students who are not planning to become financial spe- 
cialists, leaving the material which is of interest only to such specialists for 
advanced courses. This distinction, indeed, is fundamental to our entire 
curriculum, and is one of the chief reasons for our cutting loose, to the extent 
that we have cut loose, from the traditional methods of organizing work in 
economics and commerce. 

In the section of the Business Manager’s Administration of Finance dealing 
with corporation problems, forms of capitalization are studied in considerable 
detail. Descriptions of the organization of various corporations are distributed 
in mimeograph form for individual study and class discussion. Dividend 
policy, amortization and refunding of bond issues, combination, segregation, 
and reorganization are all studied so far as possible through the presentation 
of concrete material for analysis. This year, for instance, in my own sections, 
almost the entire discussion of the issuance of refunding mortgage bonds was 
centered around the prospectus of a recent issue of first and refunding bonds 
by the Kansas City Power and Light Company. 

In the latter part of the course the traditional field of corporation finance 
is forsaken, and attention is given to problems arising in connection with the 
issuance of short-time obligations, and the management of “‘ working capital.’’ 
The outline of this section is as follows: 
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THE CONTROL OF WORKING CAPITAL 


. Nature of working capital; sources from which obtained. 
. Calculation of amount required. 
1. Relation of working capital to turnover volume of business, credit 
terms, etc. 
. Administration—bank credit. 
1. The use of bank credit as permanent working capital or for seasonal 
demands. 
. Essentials of credit. 
a) Personal factors. 
b) Property—collateral loans; the financial statements as a basis of 
bank credit. 
c) Discounting receivables; the trade acceptance. 
d) Choice of a bank. 
IV. Administration—trade credit. 
1. Use of trade credit as a source of working capital. 
a) Cash discounts; keeping credit good. 
2. Extension of credit. 
a) Credit policies. 
b) Collection policies and devices. 
. Variation in capital requirements. 
1. Seasonal fluctuations—budgets; investment for slack seasons. 
2. Cyclical. 
a) Financial policy and the business cycle. 
3. Individual—emergency financing. 
VI. Special problems and methods of special lines of business. 


Outside of Lough’s text the books on corporation finance give compara- 
tively little assistance on these problems. We have had to gather the material 
from periodical literature and fugitive sources. Particular emphasis is laid 
on Parts III and V of the outline. Balance sheets of selected companies 
illustrating conditions in different stages of the business cycle are utilized to a 
considerable extent. It may be added that this part of the course is still 
distinctly in the making, and the outline is entirely tentative. Credit and 
collection policies, included in the outline under the administration of trade 
credit, belong quite as logically in the course in marketing, and for the present 
at least those topics are being dealt with there rather than in this course. 

The Business Manager’s Administration of Finance is followed in the Spring 
Quarter by a course given under the name of Risks of Capital. This course 
is made up chiefly of material usually given in theoretical courses on the 
relation of risk to profit and interest and value, together with parts of that 
presented in descriptive courses under the titles of speculation, investments, 
and insurance. Here again no attempt is made to cover the field in exhaustive 
fashion, except in the treatment of speculation. An advanced course in 
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investments is taken by practically all students whose special interest is in 
finance, and further work in insurance for students who expect to enter that 
field of employment is planned, though not offered at present. In this course 
it is intended to cover simply the amount of material which every professional 
student of business can fairly be expected to include in a four years’ course 
covering both his general business and his specialized training. 

To some the elements combined to make up this course will perhaps seem 
incongruous, and it may be suspected that the principle of selection was that 
of lumping together in the Spring Quarter’s work the things which seemed 
not to fit well into the courses outlined for the Autumn and Winter. Such a 
procedure might be justifiable, but it is believed that a course on Risks of 
Capital has stronger defense. The course grew out of an attempt to organize 
the study of business activities in terms of certain basic functions which are 
performed by business managers in the service of society. Numerous classifi- 
cations of economic activity in terms of function have been attempted, about 
the only point of agreement between them, apparently, being the distinction 
between the service of supplying capital and that of performing labor. Students 
of the theory of distribution have always analyzed these services into two 
parts, one involving a cost, the other a risk. Thus our current explanations 
of the rate of interest are built in large part around the distinction between 
pure interest, the compensation for the use of capital, and a premium for 
risk-bearing. Wage theorists generally recognize a similar twofold basis for 
the wage rate. It has not been usual, however, to make much use of this 
distinction as a means of analyzing business institutions and practices; the 
course under discussion is an attempt to utilize it in promoting an under- 
standing of our financial system. 

The connecting thread which runs throughout the course is the influence 
of uncertainty. Indeed, it might be clearer to designate the course as a 
study of the influence of uncertainty on business affairs. Throughout most 
of our academic studies of business management, emphasis is laid upon the 
importance of certainty. In other words, we are taught that real management, 
efficient management at least, involves scientific investigation to ascertain 
the important facts which bear upon our problems and careful study to insure 
that our plans shall reflect the significance of those facts. There is no dispo- 
sition here to belittle this doctrine. One of the principal objects of college 
education for business is to indicate the value of modern methods of scientific 
analysis as developed by students of psychology, geology, engineering, eco- 
nomics, statistics, accounting, and other sciences. Nevertheless, there are defi- 
nite limits to the application of scientific method in business. The business 
problem is not merely a scientific problem. The choice between two policies or 
lines of action is comparable not to the solution of an algebraic equation, a type 
of problem in which two trained minds may be expected to arrive invariably 
at the same conclusion. Rather it is like the translation of an inscription on 
a defaced monument where some of the words can be deciphered with ease, 
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some can be made out with the aid of photography, and some can only be 
conjectured. To ignore the possibilities of photography is to reduce the 
chances of success, but the use of such methods in solving the problem ieaves 
room for disagreement still. It is this element of uncertainty which makes 
necessary the exercise of what we call business judgment. One function of 
the course is to bring the student to appreciate the limited possibility of acting 
on knowledge and the value of a technique for estimating probability. The 
two principal topics, insurance on the one hand and speculation and invest- 
ment on the other, serve to bring out well the difference between the two 
fundamental bases for a judgment of probability, in the one case a mathematical 
formulation based on careful statistical investigation, in the other a comparison 
of data which rarely if ever suffice to make the whole situation clear or even 
to permit an exact mathematical estimate of the chances of success or failure. 
The outline of the course is as follows: 


RISKS OF CAPITAL 
I. Introductory. 

1. Concepts of risk, uncertainty, probability, etc. 

2. Sources of risk. 

3. Cost of risk. 

4. Ways of dealing with risk. 

a) Elimination. 
(1) Individual control. 
(2) Social control. 
(3) Forecasting. 
(4) Combination of risks. 
Transfer to others. 
(1) Labor for wages. 
(2) Loaning or hiring out of capital for interest. 
(3) Insurance. 
(4) Contracting out. 
(5) Hedging. 
Assumption. 
(1) Speculation. 
(2) Business enterprise in genezal. 
II. Risk and interest, wages, profits. 
III. Speculation, investment, and gambling. 

1. Introductory survey. 

2. The security market, crganized and unorganized. 

a) How to buy and sell—the technique of the market. 

b) When to buy and sell—forecasting for the general business situation; 
the swings of the stock market and of the bond market; the tech- 
nical position. 

c) What to buy or sell—the analysis of securities. 
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d) Summary and conclusions—security investments and speculation 
as a means of making money; social utility of the security market. 
3. Speculation in land and commodities (organized and unorganized). 
IV. Insurance and suretyship. 
1. Life insurance. 
2. Property insurance. 
3. Miscellaneous types of insurance. 
4. Guaranty and suretyship. 


The outline does not indicate the relative emphasis given to these topics. 
Nearly half the time is spent on insurance, and about half the rest of the time 
is given to speculation. For the present the subject of social insurance is 
omitted as it seems to fit better in the sequence of courses in labor than it 
does here. Attention is given, however, to insurance to protect employers 
against the hazard occasioned by risk of accident to employees. Marine 
insurance is at present omitted, also, on the assumption that the limited 
group of students interested in the subject will all take courses in 
foreign trade, in which the subject can be treated for their benefit more ade- 
quately than would be worth while in a general course required of all students 
in the School of Commerce and Administration. 

The material is drawn from a wide variety of sources. We lean quite 
heavily on Huebner’s works on insurance and on the Yale Readings in Insur- 
ance. Atwood’s Speculation and the Exchanges is used a great deal in the 
section dealing with that subject. A large number of readings from scattered 


sources are used in mimeographed form, and a considerable amount of mate- 
rial has been prepared especially for the course. It is hoped in the course of 
another year to get this material in shape to secure the judgment of a larger 
number of teachers on its value. 


CuarLes O. Harpy 
UNIVERSITY OF CHICAGO 





SPECIAL PROBLEMS OF CONTENT AND PRESENTATION 
IN FINANCE INSTRUCTION IN LARGE 
SCHOOLS OF COMMERCE 

Several months ago I made a gratuitous report, self-inspired, to 
my university, on the possibility of injecting some scientific 
management into the administration of the School of Commerce, 
Accounts, and Finance. I shall take the liberty of borrowing 
freely from that report without troubling to indicate by punctuation 
what parts are quoted. 

New York University presents the problems of any large and 
rapidly growing business organization. We have in the entire 
university, according to latest reports, 12,943 students, and in the 
School of Commerce we have 6,333 students. The School of Com- 
merce itself is located at Washington Square. A so-called Wall 
Street branch is located downtown in the old Trinity School 
building, almost where Wall Street would be if it were not halted 
by the graveyard of Trinity Church. Other work is given in Brook- 
lyn and Newark. The problem of curriculum-planning is further 
complicated by the relation of the school to the newly founded 
Graduate School of Business Administration, intended only for 
college graduates, and also by the proximity of the so-called 
Washington Square College, a college having its own dean and 
courses of its own but adopting many of the courses offered by the 
School of Commerce faculty primarily for its own students. We 
have night students and day students, regular or qualified students, 
and special students not seeking a degree. These latter usually 
are found in the special courses, such as Federal Taxes, Credits and 
Collections, and the like. On the faculty side the hierarchy runs 
all the way from student proctors through graduate examiners, 
special lecturers, regular lecturers, instructors, several grades of 
professors, heads of departments, deans, a dean of women, and a 
dean of deans, all trying to nestle under a chancellor—and I almost 
can hear a sympathetic, “Heaven pity him!” Of course there 
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are many standing committees and directors of special activities 
such as the director of the day students—the latter younger men 
who need special oversight in a great city—and the director of the 
Placement Bureau. 

It will be readily understood that an institution with ramifica- 
tions of this kind presents difficult problems of curriculum-planning. 
But there is another difficulty which arises from rapid growth and 
location in a metropolitan city. Sometimes our curricula have 
expanded logically in certain directions, just for example as New 
York—that is old New York or Manhattan—has expanded north- 
ward on the so-called peninsular plan, familiar to traffic engineers. 
But frequently we have annexed courses in the same way that 
Brooklyn annexed the various villages of Bushwick and Williams- 
burg and Flatbush. The result is that our courses frequently are 
as crazily confused as the streets of Brooklyn. And just as you 
will find two thoroughfares, one called an avenue and the other a 
street, but both with the same name, Grand for example, so we 
sometimes find pretty much the same material parading now as 
accounting and now as finance—and again, of course, described in 
each case as ‘‘grand.” From time to time we have had groups of 
business men present their demands for a course dealing with their 
special problems. Frequently those demands have been presented 
first to some member of the faculty with whom the secretary of a 
trade or other organization has been personally acquainted, and 
the contingency of that acquaintance has determined the place of 
the new instruction in our departmentalized outline of courses. 

Still one more difficulty has conspired to make our outline 
illogical. Our teachers are of course not all of the same degree of 
excellence. We have therefore maintained a somewhat rigid classi- 
fication of required and elective courses in order to bring as many 
students as possible under the tutoring of the most capable teachers. 

I, for one, therefore feel that the time has come when the 
curriculum of our School of Commerce should be revised, the way 
a city is sometimes rebuilt after a conflagration. I do not intend 
here to give a complete plan of a finance department, but to discuss 
very briefly some of the fundamental questions that ought to be 
examined were such a revision to take place. Taking my cue from 
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scientific management I would divide my problem in two and call 
one part “planning” and the other “doing.” Not because it is 
altogether pertinent but because it may be interesting, I present 
the following simple diagram: 


. What? 
. When? 
. How? 


. Where ? 
Planning 
Administration 





5. Equipment 
6. Instruction 
7. Examination 
8. Records 


Doing 


Since I intend to restrict this paper to the problem of planning 
I shall have to give some consideration to each of the following 
questions: What shall we teach as finance? What is the best 
sequence ? What methods shall we use or what purpose shall we 
have in mind? And finally, where shall we teach it ? 


WHAT SHALL WE TEACH AS FINANCE ? 


If you had gone to a public library fifteen years ago and had 
asked for a book on finance, you would probably have received a 
number of books all of which dealt exclusively with public finance. 
In a large school of commerce with a separate department of politics 
or public affairs, the subject of public finance can best be left to this 
department. If, however, public finance is to be classified among 
the finance courses it can be handled quite separately from the 
courses dealing with private finance, and the danger of overlapping, 
it seems to me, need never be serious. 

Finance is the science of funds. ‘This science I divide into two 
parts; that dealing with the creation and refining of funds and that 
dealing with the use and preservation of funds. The diagram on 
page 403 will show generally how the courses in finance can be 
classified. 

The question of a correct classification, however, Professor 
Moulton will probably discuss. I prefer here to restrict myself 
to several very practical aspects of the problem of classification. 
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My experience has been that instructors in finance have been 
either (1) lawyers, or (2) graduates of schools of business administra- 
tion, or (3) Doctors of Philosophy. The first are apt to wander 
into the jurisdiction of the law courses, the second are apt to run 
amuck of accounting, and the third are apt to lay, I think, too 
much stress on the social side of the question. Ina relatively small 
school with few instructors the trouble arising from this warping 
of the finance courses is not so serious as in the large school with 
many instructors. In the first place, in the large school the teacher 
with a restricted angle of attack is likely to excuse his bias with 
the observation that there are other teachers in other fields to come 
to the rescue. Sometimes, however, the teacher with a bias is 
simply narrow-minded and will say “‘pish”’ to the phases of the 
subject in which he is not interested. One man I know of, for 
example, insists upon identifying the law of the load factor with 
his old Ph.D. friend, the law of increasing returns, and another 
teacher of finance in a very large institution—his background is 
legal—will simply overlook the existence of traffic statistics in a 
railroad report as completely and, shall I say, as witheringly as a 
‘“‘fine’’ dame will ignore the existence of a “tradesman.” 

The solution to this problem it seems to me is to be found in 
the proper education of men for the special work of teaching 
finance. Probably the best way to do this is to direct piecemeal 
the education of promising young men who may be attracted to 
the vocation of teaching in schools of commerce. I doubt if there 
is a really well-trained teacher of finance in America today. I 
mean by that one whose education through a minimum of four 
years of postgraduate work was all directed toward preparing him 
for teaching finance. If there is such a man, he has had a great 
deal of mathematics; he has struggled with the law to a point 
where he appreciates its logic; he has studied enough engineering 
to be able to stare an engineer’s report in the face and, yes, to call 
it at times a liar; he understands the theory of accounts; and he 
has shaken salt on the tail of the material for a Doctor’s thesis 
in economics. Out of men thus educated is to come a syllabus 
of finance that will command respect from all schools. 
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SEQUENCE OF SUBJECTS 


Here two problems arise: (1) what courses should be taken 
before any finance is studied, and (2) in what order shall the courses 
inside the department be taken. 

Both of these questions are too big to be discussed at length. 
I can merely give a summary of my views. Before finance is 
undertaken, I believe a student should study elementary economics; 
law of contracts and agency; mathematics of interest, annuities, 
etc.; elementary accounting. 

Just one word on one of the subjects—economics. I do not 
believe the Freshman should be loaded up with economic theory. 
Frankly, for a man whose interests lie mostly in finance I should 
recommend as an introduction to further study in finance an ex 
cathedra statement of a few principles, such a statement as will be 
found in Fisher’s Principles of Economics, supplemented by a study 
of economic history, such for example as is provided by Professor 
Isaac Lippincott’s recent Economic Development of the United States. 
A thoroughly critical study of economic theory, it seems to me, is 
a matter to be taken up by Seniors only. But the main thing is 
to start the student of finance off with a close acquaintance with 
the important elementary economic concepts and a general histori- 
cal and descriptive background into which his studies in finance 
can be fitted. 

Each one of the subjects I have mentioned above has its trail of 
subjects in finance proper and these trails can be followed con- 
temporaneously. For economy’s sake I will indicate them as 
follows: (1) elementary economics: money and credit, banking, 
foreign exchange; (2) law: corporation finance, credits and collec- 
tions; (3) mathematics: investments, work of Wall Street, insur- 
ance; (4) accounting: analysis of financial reports (corporation 
finance also meets this trail). 


HOW SHALL FINANCE BE TAUGHT ? 


Ex-President Hadley of Yale wrote an article in Harpers for 
June, 1919, from which I quote the following: 


This [better teaching] is the need which most impresses itself on students. 
. . . . It is not enough to pay increased salaries to a few first-class men. We 
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must enable the first-class teacher to earn more as well as to receive more. We 
must give him the chance to work under the conditions of maximum efficiency 
so that he can furnish good teaching to as large a number of students as pos- 
sible. To secure this result there must be active co-operation on the part of the 
pupils. Why isa law class of two hundred an easier thing for a first-rate teacher 
to handle than a history class of one-third the number? Because every student 
in the law class has a personal interest in learning all he can. It is for his 
obvious interest to listen to every suggestion of the professor, to follow all the 
discussions of the classroom as closely as if he himself were taking part, and to 
spend his spare hours in the library reading cases which illustrate the subjects 
taught with only that minimum amount of guidance which will enable him to 
find hisown way. This is why law teachers do efficient work and why they can 
be paid salaries which are higher than those that any other teachers as a class 
command. The law student knows that he himself is responsible for nineteen- 
twentieths of the work of his own education and that no excuse will be accepted 
by the courts if he fails to meet the responsibility. 


If there be any doubt as to the efficiency of the American law 
school, listen to this from H. J. L. (undoubtedly Harold J. Laskey 
who left Harvard to go to the London School of Economics) in the 
Clare Market Review (the students’ official organ of the London 
University School of Commerce): 

Her [America’s] law schools are her educational glory; neither in Oxford 
nor in Cambridge . ... have we anything which, either in equipment or 
technique, is even within range of the achievement of the Harvard Law School 
or ascore of lesser institutions There {in Harvard] the pathos of mere 
lectures has been realised. There, discussion is an instrument of persistent 
discovery The result is that the glory of Bologna and of Bourges is not 
in Oxford or Cambridge, and, as Maitland said, it will stay in Harvard until we 
take the obvious step to our own reformation. 


I gave two courses in a law school (St. Lawrence University) 
last fall, myself, one in constitutional law and the other in the 
law of bankruptcy, and I have a sneaking suspicion, since con- 
stitutional law in New York state is one of the bar examination 
subjects and bankruptcy is not, and since the students did notice- 
ably better in constitutional law than in bankruptcy, that the 
ever present consciousness of a final reckoning in the bar examina- 
tions has something to do with the earnestness of law students. 
I will not say that the examinations are a more important influence 
than that pointed out by President Hadley, but I do feel that they 
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are potent. In a subject like finance it is possible to get aid from 
professional sources in setting examinations. The American 
Bankers Association might combine with its educational program 
of the Institute standard yearly examinations in banking subjects. 
The Investment Bankers Association might supplement its educa- 
tional work by similar examinations. The National Association 
of Credit Men already has undertaken this work. And I am 
personally seriously thinking of establishing a branch here of the 
British Association of Company Secretaries, a society which recog- 
nizes two degrees—associate and fellow—and gives, besides a 
preliminary examination, examinations for each degree. We also 
have a start in finance in the examinations of the Actuarial Society. 

I believe that it is possible to handle large classes in finance 
with a fair degree of success, even without quiz sections. I, however, 
do not believe in the lecture method. This system, Birdseye in 
his Individual Training in American Colleges has characterized as 
follows: 

He [the student] early forms the lecture habit and loses the sense of personal 
responsibility. He spends one-half of his working time in the lecture-room 


and stands about as much chance of gaining metal vigor as he would of gaining 
bodily vigor by sitting on the bleachers and cheering his college team. 


In most of our finance courses in New York University we use 
the case method. For each session a certain problem or number 
of problems based as far as possible on concrete business situations 
is required to be brought in in writing. Special reports are also 
required. No student is given a mark unless this written work is 
done. Tardiness in submitting written work affects adversely 
the final mark. In other words, our courses are planned to require 
some definite work each week. In some of the large courses special 
students are selected, either in the course or who have gone through 
the course, to give help in preparing written work. 


WHERE TO TEACH FINANCE 


How much of finance can be taught outside the classroom ? 
Frankly our school is so large that we cannot even help students to 
visit the stock exchange. To be sure many of them do visit it, 
and all are able to get into the large or the small exchange. But 
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small classes in special subjects do make considerable use of the 
facilities of the metropolis. Visits to stock exchange “board” 
rooms, to banks and trust companies, to the offices of credit-rating 
houses, credit-exchange bureaus, to the fire exchange, to the 
clearing-house, are arranged. I have sometimes taken men to 
construction work in connection with promotion problems, and 
at one time we gave a course as a preliminary to courses in public- 
utility problems that met once a week in the evening, each time 
at a different plant, even including a hydroelectric. So increas- 
ingly difficult, however, is this problem of visiting points of interest 
to students of finance that I am of the opinion that large metro- 
politan schools will soon have to run their own banks, conduct 
their own exchanges—all on a laboratory basis, to be sure, but 
with adequate equipment. Some work of this kind, indeed, can 
be carried on in earnest. I have in mind at present the establish- 
ment of credit unions, investment trusts, and the like. 

Large schools of commerce, like that of New York University, 
in metropolitan centers, it seems to me, should not dodge the fact 
that they are in large measure continuation schools. In that 
capacity they are doing noble work. Most of our men follow a 
paid vocation in the day and study in the afternoon and evening. 
These men put into practice from day to day as much as they can 
assimilate of the product of the school. Co-operative work, such 
as Schneider is doing in Cincinnati, I am afraid will not be very 
successful in New York. In the progressive, moneyed institutions 
where such co-operative effort might be introduced, we find schools 
organized under special teachers and junior officers. With such 
institutions we do of course constantly come into contact. We 
recommend employees, we teach, under conditional scholarships 
granted by the banks, picked groups of young employees, and we 
provide in certain instances teachers for classes conducted by the 
institution itself. To my mind the most promising form of 
co-ordinated work in the field of finance is that being carried on 
at Pittsburgh by the insurance people. Between this frankly 
intensified cramming and the leisurely digestion of a well-balanced 
ration of finance courses, complemented with studies in the other 
departments of business, I see no middle ground other than the 
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continuation school. After all, while the continuation school does 
not afford the advantages of a co-ordinator, it does provide one of 
the most important elements of personal strength—self-reliance. 
The student gets his principles in the classroom, his practice in the 
office, and meantime escapes from the apron strings of academic 


maternalism. 


CHARLES W. GERSTENBERG 
New York UNIVERSITY 





COURSES IN ADVERTISING 


In the preparation of this report, I have had in mind two main 
problems: (1) What is being done at the present time in the teaching 
of advertising? and (2) How may we outline a fairly adequate 
course of instruction in this field ? 

Let us turn at once to the first problem. In order to ascertain 
what the larger colleges and universities are doing in giving instruc- 
tion in advertising, I prepared the following letter of inquiry and 
sent it to forty-nine persons in twenty-four institutions. 


Courses in Advertising 
Institution 
Name of Course 
Length of Course (a) in semesters 
Prerequisites for the Course 


I. Content of the Course. 


Chief No. of class hrs. Chief No. of class hrs. 

topics given to each topic given to each 
topic topic 

Se. 

12. 

a. 

14. 

Ee. 

16. 

17. 

18. 

Continue on back of this sheet if 
necessary. 





_ 
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_— 
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. Method of Instruction. 
1. Approximately what per cent of the class time is devoted (a) to lec- 
(6) to discussion of material previously covered 
in lectures (c) to discussion of prob- 
lems or exercises previously assigned (d) to laboratory 
exercises or experiments 
. Please describe briefly: 
(a) the material, exercises, or problems used, 
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. Please send typical samples, or preferably all, of the mimeographed or 
printed material that you use. (This will be treated confidentially and, 
if desired, returned.) 

4. Name of text or texts used 


5. 


Responses were received from nineteen of the twenty-four 
institutions. I have summarized these responses as follows: 
Number of courses given.— 


No. of Institutions No. of Semesters 


The average amount of instruction given is two and two-thirds 


semesters and the most common amount is two semesters. The 
institutions giving the largest amounts are New York University 
(sixteen semesters), the University of Washington (ten semesters), 
Boston University (seven semesters), and the University of Mis- 
souri (five and one-third semesters). 

Titles of the courses——Each of the institutions gives a first or 
general course. Six of these institutions designate this course 
advertising; five designate it as principles, elements, or essentials 
of advertising; seven as psychology of advertising; and one, 
publicity and advertising. 

A considerable number of institutions offer specialized courses. 
Five institutions offer a course in advertisement writing or copy- 
writing; five offer a course in advertising design, advertising 
display, or typography of advertising; three, in advertising cam- 
paigns; three, in research in advertising; three in the selling of 
advertising; and each of the following courses is offered in one 
institution: advertising practice, advertising laboratory, retail 
advertising, mail-order advertising, photo illustration. 
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Prerequisites—Elementary psychology is required in four 
institutions; Junior standing in three; Junior standing and eco- 
nomics in two; psychology and economics in two; marketing in 
two; merchandising in one; economics, psychology, marketing 
and sales management in one; economics, marketing, salesmanship, 
and sales management in one; elementary psychology and social 
psychology in one; psychology or practical experience in one; 
Sophomore standing in one; and no prerequisites in two. 

Contents of the courses—This section of the responses was rather 
difficult to summarize in a satisfactory manner on account of the 
diversity of topics covered and especially on account of the use of 
different phrases to designate similar and overlapping subjects or of 
including some topics under some other more comprehensive topic. 

Twelve of the nineteen institutions furnished sufficiently 
detailed lists of topics for their general or first courses to be usable 
for summarizing. For the sake of clearness, and convenience I 
have classified the various topics under six general heads. The 
number after each indicates the number of different general or 
first courses in which that particular topic was mentioned. 


SUMMARY OF TOPICS OF THE GENERAL OR First COURSES 
Based on twelve institutions which furnished detailed statements. 


Group I. Introductory topics 
Aims and functions 
History of advertising 
Point of view and scientific method 
The field of advertising 
Kinds of advertising 
Group II. Economic and social aspects 
Economic aspects 
Relation to distribution system 
Cost of advertising 
Uses of advertising 
The appropriation 
EE TE eee ee ere I 
Analysis of product and market 
Group III. Psychological aspects, copy, text, appeals, layout, etc. 
The psychology of advertising 
Appeals 
Tests of advertisements and appeals 
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Attention 

Interest 

Memory of impressions 

Desire 

Suggestion 

Instincts and motives 

Reasoning, decision, action, response 
Truth in advertising 

Sex and class differences 


Criticism of advertisements 
Trade marks and commodity names 


Group IV. Mediums 
Mediums (presumably including all mediums) 
Direct mail advertising 
Posters 
Car cards 
Sales letters 
Catalogues 
Novelty and specialty 
Show windows 
Group V. Special fields 
National advertising campaigns 
Retail advertising 
Agricultural advertising 
Community advertising 
Church advertising 
Group VI. Organization and executive aspects 
The advertising agency 
The advertising department 
The advertising manager 
The press agent 
Organizations for the betterment of advertising 
Qualifications of the advertising man 
The profession of advertising 
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Perhaps the most significant point in this summary is the great 
variation in the subjects covered in the various courses. Hardly 
a single topic is uniformly included in all courses. The two topics 
mediums and trade-marks come nearest to being included in all 
first courses. However, the diversity is probably not quite so large 
as this summary apparently, indicates because many topics are 
referred to in different terms. That is, the diversity in phraseology 
is probably greater than the actual variation in subject-matter. 
Thus one course will speak of attention factors while another one 
will deal with the same points under layout; or text and illustra- 
tion in one course may be discussed under copy in another course or 
under appeals in a third course. 

The specialized courses are too few in any given special aspect 
to make a summary worth while. However, it may be of interest 
to quote the topical content of two or three courses. 


WRITING OF ADVERTISEMENTS 
News merchandising “story”? based on down-town trip. 
Revision of this story for advertisement—also composition of headline. 
A finished layout with copy based on above. 
A layout based on good clipped advertisement. 
A layout correcting and improving that of a clipped advertisement. 
An advertisement for a local merchant based on mail-order catalogue copy. 
Analysis of some local business concern. 
Analysis of a campaign for this business concern. 
Production of a campaign of six to twelve advertisements. 
Class study of some specialized subject, say banking. 
Preparation of a paper on this subject. 
Preparation of campaigns for various local banks. 
Class study of campaigns prepared by students. 
ADVERTISING Copy 
General requirements of advertising copv tor magazines. 
Essential qualities of copy. 
Points of contact and talking points. 
Principles of construction. 
Reason-why copy. 
Human-interest copy. 
Smaller units of copy, including sentence structure and diction. 
Copy as affected by display, including headlines. 
Newspaper advertisements for national advertisers and for retail estab- 
lishments. 
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Advertisements in technical publications. 
Advertisements in trade papers. 
Advertisements in farm papers. 
Advertisements in women’s publications. 
Advertisements in other class publications. 
Street-car cards and billboards. 
Copy policies. 

RETAIL ADVERTISING 
Fundamentals of advertising (retail). 
First introduction to type, rules, etc. 
Laying out a dummy. 
Corrections and proof marks. 
Display. 
Copy. 
Merchandising an advertisement. 
Mediums. 
Appropriations and budgets. 
Illustrations. 
Policies of a store. 
How to organize sales. 
Planning a season. 
Results—summing up. 

MARKETING CAMPAIGNS 
Campaigns. 
Advertising as influenced by marketing methods. 
Price maintenance. 
Trade marks. 
Private brands. 
Factory conditions influencing distribution. 
Market investigations. 
Studying campaigns. 
Problem work. 


Use of class period.—In response to the question concerning the 
use of the class period, extremely wide variation was reported. 
Thus, for example, one course devotes go per cent of the class hour 
to lectures, while another devotes only 5 per cent of the time. 
The average distribution of time is as follows: 40 per cent is 
devoted to lecturing; 10 per cent to discussion of material previ- 
ously covered in lectures; 20 per cent to discussion of problems 
or exercises previously assigned; and 30 per cent to laboratory 
exercises or experiments. 
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Material, exercises, or problems used, and the method of handling.— 
The following statements are quoted from the various reports: 


Plan is to describe actual advertising experience and carry analysis back 
to principles. 


Special studies of ads in Saturday Evening Post or newspapers. 

Studying of the advertising of a first-class nationally advertised com- 
modity. (Term reports.) 

Studying of the advertising of a retail store. (Term reports.) 


Interviews with students, townspeople, and merchants; examination of 
stores and plants; census data. 

Individual assignments in connection with term reports; personal consulta- 
tion with individual students. 


Scrapbook of advertisement illustrating important principles. 
Class discussion of certain points. 


Text—Advertising written by class. Current copy. 
Committee work in the main. 


Thirty-one manufacturers furnish the class with complete window dis- 
plays, cut-outs, booklets, proofs of copy, and other details of their current sales 
and advertising campaigns. The men install these displays, and in general, 
are held responsible for a knowledge of why the campaign is being conducted. 

Magazines used for illustrative purposes in class. 


Simple exercises to illustrate frequency, color, instinct appeal, etc. 
Selections from magazine and street-car advertisements displayed before 
class. 


Writing advertising for merchants and manufacturers. 


References to books, advertising, and magazines. 
Reports, written and oral. 


I receive from a number of companies advance proofs of advertisements. 
These offer ideas for problems. 

Student given certain facts and data to layout advertisement and give 
reason for each step. Referred to the actual advertisement when it appears. 
In this way student can correct own work and improve. 


Class reports, practical problems, association with local business houses. 


Text, magazines, car cards, posters. Study text; illustrate lectures with 
selections; have students gather material from advertising to illustrate lectures. 
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Real problems of advertisers. Problems I met in my 16 years in an 
advertising agency. Material from current periodicals. 

Students act as advertising managers, agency men, copy writers, layout 
men tackling real problems of business. Material is corrected and returned. 
Students can compare their work with that of professional advertising men 
handling the same problems. 


Original advertisements, selected material—periodicals, street-car cards, 
news advertisements. 
Order of merit recognition. 


Texts used.—Five institutions use no text in one or more of 
their courses. The following books are used as texts (the number 
after each text indicates the number of institutions using it as a 
text): 


Tipper, Hotchkiss, Hollingworth, and Parsons: Advertising, Its 
WPS GE FOI as 55.3585 ce sks scene ncessababe dans 

Starch: Advertising 

Hollingworth: Advertising and Selling 

Sherbow: Making Type Work 

Farrar: Typography of Advertisements That Pay 

Hess, H. W.: Productive Advertising 

MacMartin: Advertising Campaigns 

International Correspondence School: Advertisers’ Handbook... .. 

Cherington: Advertising as a Business Force 

Kitson: Manual for the Study of the Psychology of Advertising and 
Selling 

Parsons: The Principles of Advertising Arrangement 

Alexander Hamilton Institute: Advertising Principles 

Sampson: Advertise 

Shotiow: Tobe Cie (4 VOUS.) «on 5.55 ho cs hecanacecec sins 

James: Psychology 

Ross: Pure Design 

De Bower: Advertising Principles 

Adams: Advertising and Its Mental Laws 

Scott: The Psychology of Advertising 

Hall: Writing an Advertisement 

Trezise: The Typography of Advertisements 

Opdycke: Advertising and Selling Practice 


Reference books used.— 


Scott: The Psychology of Advertising 
Starch: Advertising 
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Tipper, Hotchkiss, Hollingworth, and Parsons: fAdvertising, Its 
Principles and Practice 

Cherington: Advertising as a Business Force 

MacMartin: Advertising Campaigns 

Hall: Writing an Advertisement 

Hess, H. W.: Productive Advertising 

Hollingworth: Advertising and Selling 

Adams: Advertising and Its Mental Laws 

Alexander Hamilton Institute: Advertising Principles 

NS IE I doc cice ccd svadedneaetcen ence ad widwesiens 

Sampson: Advertise 

Alexander Hamilton Institute: Marketing and Merchandising... . 

Mahin: Advertising; Selling the Consumer 

Type Founders Catalogue 

Handbook of Business English 

Effective House Organs 

Sherbow: Making Type Work 

Parsons: The Principles of Advertising Arrangement 

Gress: The Art and Practice of Typography 

Durstine: Making Advertisements 

Stevens, T. W.: Lettering 

Edgar: How to Advertise a Retail Store 

Chesuoff: Selling Newspaper Space... 2.0.00... 0.0 cece cacceccee 

Breese, B. B.: Psychology 

Pillsbury: Fundamentals of Psychology 

Titchener: Text Book of Psychology 


Journals used as references.— 


Printers’ Ink 

Saturday Evening Post 
Advertising and Selling 
Printers’ Ink Monthly 


Inland Printer. . 
Printers’ Art 

Literary Digest 

Associated Advertising 
Merchants’ Trade Journal 
Dry Goods Man... 

Editor and Publisher 
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The Hardware Age 

Jewelers’ Circular Weekly 

Soutlavest Morchant (St. Laie)... ...6 os occ ccc cess cescecaes 
Penrose’s Annual 

Journal of Applied Psychology 

ee ETE TEER Ce rr ee 
Retail Ad News 

Dry Goods Economist 

Advertising Review 

New York Times 

Vanity Fair 

Vogue 

Ladies’ Home Journal 

Good Housekeeping 

Postage 


On the basis of impressions formulated during the perusal of the 
returns from the questionnaire, I wish to make the following 
recommendations: 

1. The development of an adequate and comprehensive first 
or general course. This would probably have to be a full-year 
course. 

2. The elimination of duplicate subject-matter in other and 
special courses, which would result from the establishment of a 
thorough first course. 

3. A reduction of formal lecturing and a corresponding increase 
in the discussion of concrete and actual problem material. 

4. Greater emphasis on the development of scientific methods 
and research aspects. 

In the interest of the first recommendation, I wish to outline a 
general or first course as it has formulated itself in my mind and as 
it has largely developed in my teaching experience. This outline 
may serve as a point of departure for mutual discussion. 


Part I. INTRopuctory Topics 


. Definition, problems, and scope. 

. Sketch of historical development. 

. Types of advertising. 

. The place of advertising in the distribution system. 
. Economic and social aspects. 

. Relation of advertising to the general sales plans. 





420 DANIEL STARCH 


Note: This outline is based on the conception that the purpose of adver- 
tising is to sell or to help in selling. Asa result, the following four fundamental 
questions arise which constitute four main divisions of the course: 

a) To whom may the commodity be sold ? 

b) By what appeals may it be sold ? 

c) How may these appeals be presented most effectively ? 

d) By what mediums may the appeals be presented ? 


Part II. THe Human ASPECT OF THE MARKET: To WHOM MAY THE 
Commopity BE SoLp? 


A. 1. Who are the users and buyers of the commodity ? 

. Where do they live? 

. How many are there ? 

. How large is their need for this product and how much do they, and 
may they, buy? 

. How do they at present satisfy this need? In what ways? By what 
brands? From what sources ? 

. By what methods and from what sources may information be obtained 
to answer these questions ? 

. The formulation and use of field questionnaires and the methods of 
obtaining the responses to questionnaires. 

3. Statistical data, population, and census datz. 

. Typical samples of investigations, data, and results bearing on particular 

problems. 


PartIII. THe AppEAts: By WHAT APPEALS MAY THE CommopiTy BE SOLD? 


A. Analysis of the product to determine the appeals to be found in 
1. The raw material out of which the product is made. 
2. The process of manufacture. 
3. Uses and qualities of the finished product. 
4. Price and value. 
. Analysis of human nature—the psychology of desires, motives, and instincts 
involved in buying and selling. 
1. An inventory of desires and instincts. 
2. Their nature, relative strength, and importance. 
3. Desires and instincts concerned in the buying and selling of typical 
commodities. 
. Methods of measuring the strength of appeals. 
1. Laboratory and field tests. 
2. Statistical methods in treating test results. 
3. Use and interpretation of results. 
4. Correlation of laboratory and field tests with actual returns from adver- 
tisements. 
. Class and sex differences in the effectiveness of appeals. 
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Part IV. PRESENTATION OF THE APPEALS: How May THE APPEALS BE 
PRESENTED Most EFFECTIVELY ? 


Note: It is assumed that the specific functions of an advertisement are: 

a) To secure the attention of the reader. 

b) To arouse his interest so that he will read and examine the advertise- 
ment. 

c) To produce desire, conviction, and belief. 

d) To produce a response, in most instances, either immediately or later. 

e) To establish, in most instances, a memory and an identification of the 

product. 

How may the appeals be presented to accomplish these ends most effect- 
ively and economically ? 

A. Argumentative versus suggestive forms of appeals. 

1. Analysis of argumentative, reasoned decisions in buying. 

2. Analysis of suggestive decisions and responses. 

3. Problems on when either or both may be used. 

Norte: The five functions may perhaps best be considered in the order in 
which they usually arise in the preparation of advertising plans and copy 
rather than in the order in which they are enumerated above. 

B. Producing desire, conviction, belief. 

1. The text—characterstics of convincing and appealing text. 

2. Description of the product. 

3. Illustrations. 

4. Truth and agencies for the betterment of advertising. 

. Arousing interest. 

1. Interest incentives. 

. The headline. 
. The illustration. 
. The use of colors. 
. Laboratory methods of testing the interest factors of advertisements. 
ecuring attention. 
. The laws of attention-getting. 

Space and the size of advertisements. 
r 


. The layout. 

. Display features. 

. Balance and arrangement. 
. Typography. 


. Laboratory methods of testing the attention factors of advertisements. 
> 


oducing the response. 

. Methods of bringing about a response. 
2. Methods of ascertaining the responses produced—keying systems. 

. Establishing memory and identification of advertisements and products. 
1. Repetition of advertisements and cumulative effect. 
2. Identification features of advertisements. 


2 
3 
4 
5 
S 
I 
2. 
3 
4 
5 
6 
7 
I 
I 





422 DANIEL STARCH 


3. Trade marks and names. 
a) Their importance and value. 
b) Characteristics of good marks and names. 
c) Laboratory methods of testing the merit of trade marks. 
d) The registration and protection of trade marks. 
4. Slogans. 
5. Cartons and containers. 


Part V. Mepiums: By Wuat Meptums MaAy THE ADVERTISEMENTS BE 
PRESENTED IN ORDER TO REACH EFFECTIVELY THE PERSONS TO 
WuHom THE Commopity May Be Sop? 


A. Classes of mediums and their relative importance. 
. Growth and development of the various mediums. 
. Problems in the selection of mediums. 

. Magazines. 
1. Classes. 
2. Circulation. 
a) Analysis of circulations. 
b) Circulation statements—the Audit Bureau of Circulation. 
3. Rates and positions. 
). Newspapers. 
1. Classes, and number of different classes. 
2. Circulation. 
3. Rates. 
4. Comparison of magazines and newspapers. 
. Street-car cards. 
. Posters. 
. Direct mail material, catalogues, circulars, etc. 
. Miscellaneous. 
Part VI. SPECIAL FIELDS OF ADVERTISING 
A. National advertising—the advertising campaign. 
1. Policy. 
. The appropriation. 
. Seasonal fluctuations. 
. Selection of mediums. 
. The copy. 
. Relation to personal sales campaign. 
7. Relation to retail advertising and dealer tie-up. 
8. The advertising agency. 
g. Analysis and preparation of campaigns. 
. Retail advertising. 
1. Policy. 
2. The appropriation. 
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. Selection of mediums. 
. Use and distribution of space. 
. Daily and seasonal fluctuations. 
. The copy. 
. Preparation of copy for specific commodities and stores. 
. Show windows. 
. Mail-order advertising. 
. Other fields of advertising—such as foreign advertising, financial advertis- 
ing, clothing advertising, automobile advertising, etc. 
DANIEL STARCH 
GRADUATE SCHOOL OF BUSINESS ADMINISTRATION 
HARVARD UNIVERSITY 





NOTES 


PROGRAM OF THE THIRD GENERAL MEETING 
OF THE ASSOCIATION OF COLLEGIATE 
SCHOOLS OF BUSINESS, MEETING WITH THE 
NATIONAL ASSOCIATION OF TEACHERS OF 
ADVERTISING 

MAY 5, 6, AND 7, 1921, THE UNIVERSITY OF PITTSBURGH, 

PITTSBURGH, PENNSYLVANIA 


Thursday, May 5, at 2:00 P.M. 


Meetings of Committees of the Association of Collegiate Schools of 
Business - - - - - - - - Fellows Room, Mellon Institute 
The Executive Committee 
The Committee on the Correlation of the Work of the Collegiate 
Schools of Business with the Secondary School System 
The Committee on Co-ordination with Corporation Training 
Schools 


Thursday, May 5, at 7:30 P.M. 


Chairman, Dean A. B. Wricut, University of Pittsburgh 
Administrative Round Table and Smoker - - - Fellows Room 
Mellon Institute 


Preliminary Report of Executive Committee 


Friday, May 6, at 9:15 A.M. 


Chairman, Director WitttaM A. Scott, University of Wisconsin 
Courses in the Financial Field - Fellows Room, Mellon Institute 
Paper: Special Problems of Content and Presentation in Finance 
Instruction in Large Schools of Commerce, by Professor 
Charles W. G. Gerstenberg, New York University 
Paper: Possibilities of a General Survey Course in Finance, by 
Professor Harold G. Moulton, University of Chicago 
Discussion opened by W. H. Lough, President, Business Training 
Corporation, New York City, and Dean W. H. Walker, 
Duquesne University 


Friday, May 6, at 12:15 P.M. 


Luncheon - - - - - - - - - + + -H.J. Heinz Company 

The delegates are invited to be the guests of the H. J. Heinz 

Company. The trip to the H. J. Heinz Company will be 
taken by automobile. 
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Friday, May 6, at 2:30 P.M. 


Chairman, DEAN Emory R. JOHNSON, University of Pennsylvania 
Courses in the Advertising Field - - H. J. Heinz Company Auditorium 
Paper: Courses in Advertising by Professor Daniel Starch, 

Harvard University 
Paper: Scientific Method: a Subject of Instruction for Students 
of Advertising, by Professor Harry D. Kitson, Indiana 

University 

Discussion opened by Professor Edward H. Gardner, of the 
University of Wisconsin, and Professor George B. Hotchkiss, 

of New York University 


Friday, May 6, at 6:30 P.M. 


Dinner - - - - - = - = = = = = = = -+University Club 
The delegates are invited to be the guests of the University of 
Pittsburgh. 


Note.—Dean Ralph E. Heilman, of Northwestern University, is arranging for 
those interested in evening-school work to sit in one group. 


Friday, May 6, at 8:00 P.M. 


Separate Session of the Association of Collegiate Schools 
of Business 


Chairman, DEAN RAtpH E. HErtman, Northwestern University 


Courses in the Labor Field - - Fellows Room, Mellon Institute 
Paper: Problems in Graduate Training for Personnel Adminis- 
tration, by Ordway Tead, Bureau of Industrial Research, 
New York City 
Paper: Courses in the Labor Field with Particular Reference 
to the Work of the First Two Years, by Professor 
Joseph H. Willits, University of Pennsylvania 
Discussion opened by William M. Leiserson, of Rochester, New 
York, Dwight L. Hoopingarner, of Boston, Massachusetts, 
and J. W. Dietz, of the Western Electric Company, New York 
City 
Friday, May 6, at 8:00 P.M 


Separate Session of the National Association of 
Teachers of Advertising 


Regular Annual Meeting - - - - - - - University Y.M.C.A. 
Paper: Does Salesmanship Deserve a Place in the University 
Curriculum? by Professor Harold Whitehead, Boston 

University 
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Discussion by Professor Herbert W. Hess, of the University of 
Pennsylvania, and by Professor Harry R. Wellman, of Dart- 
mouth College 

Paper: Information versus Inspiration (The Relative Values of 

Technical Training and General Mental Training as 
Preparation for Successful Advertising Work), by Pro- 
fessor Edward H. Gardner, University of Wisconsin 

Discussion by Professor George B. Hotchkiss, of New York 
University 

Paper: A Proposed Course in Co-operative Marketing, by 

Professor Hugh E. Agnew, New York University 

Discussion 

Saturday, May 7, at 9:15 A.M. 
Chairman, DEAN J. E. LERossIGNOL, University of Nebraska 

NotTe.—Delegates will go to the Westinghouse Electric and Manufacturing 

Company plant by train, leaving the Pennsylvania Station at 8:20 a.m., and 
arriving in East Pittsburgh at 8:58. 
General Aspects of the Curriculum - - Auditorium of Westinghouse 
Electric and Manufacturing Company 
Paper: General Aspects of the Curriculum, by Hollis Godfrey, 
Council of Management Education 

Discussion opened by Professor R. C. McCrea, of Columbia 
University, Professor Spurgeon Bell, of the University of 
Texas, and Dean G. W. Dowrie, of the University of Minnesota 


Business Meeting 


Reports of Committees of the Association of Collegiate Schools of 
Business 

The Committee on Co-ordination with Corporation Training 
Schools 

The Committee on the Correlation of the Work of the Collegiate 
Schools of Business with the Secondary School System 

Statement by J. E. Hagerty, of the Ohio State University, on the 
Work of the Federal Bureau of Education 

Final Report of Executive Committee 

The Committee on Resolutions 

The Committee on Auditing 

The Committee on Nominations 


Saturday, May 7, at 1:00 P.M. 


Luncheon and Informal Discussion - - Westinghouse Electric and 

Manufacturing Company 

The delegates are invited to be the guests of the Westinghouse 
Electric and Manufacturing Company. 
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The Financial Organization of Society. By Harotp G. MOULTON. 
Chicago: University of Chicago Press, 1920. 

The School of Commerce and Administration of the University of 
Chicago, under the leadership of Dean Marshall, is making an interest- 
ing experiment “looking toward the organization of the business cur- 
riculum into a coherent whole.” The problem is viewed from the 
standpoint of the business manager or executive, the basic elements of 
the curriculum being arranged and grouped in such a manner as to 
throw light upon the problems which confront him. These are classified 
as problems of adjustment to physical environment, problems of tech- 
nology, finance, marketing, risk and risk-bearing, personnel, and adjust- 
ment to social environment (p. ix). 

The present volume represents Professor Moulton’s conception of 
the content and method of the introductory course in the “finance” 
branch of this scheme. According to his view this course should be 
followed by advanced specialized courses in ‘‘ Money, Prices and the 
Cost of Living, Advanced Banking Theory, International Financial 
Problems, Business Cycles, Commercial Bank Management, Invest- 
ment Bank Management, Business Finance, Investment and Specula- 
tion, Law of Bills and Notes, Banking Law” and these in turn by 
“seminar courses in each of the various fields of inquiry” (p. xii). 

It is Professor Moulton’s belief that the introductory course in 
finance in such a scheme should be a general survey of the entire field 
which shall have for its goal “‘a clear understanding of the nature of 
the modern financial system, and of the economic functions performed 
by each of the numerous financial institutions—investment banks, 
stock exchanges, commercial banks, trust companies, savings institu- 
tions, commercial paper houses, discount companies, Federal Reserve 
and Federal Farm Loan institutions, etc.—which comprise this sys- 
tem” (p. x). 

The plan is worked out through thirty chapters of which six are 
devoted to money, one each to foreign exchanges and the nature and 
functions of credit, and the remainder to a description of the commercial 
and financial institutions and methods of the United States, including 
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the ground ordinarily covered by textbooks on banking and much that 
is ordinarily covered by textbooks on corporation finance and invest- 
ments. The material of the greater part of the book has been organized 
and presented with the primary view of showing how business enterprises 
are supplied with fixed and working capital. Some interesting charts 
are presented with this purpose in view and the arrangement of chapters 
follows roughly the plan sketched in the charts. Special attention is 
given to the interrelation of institutions and to the working of the 
entire financial mechanism. 

The workmanship is very good. The material in each chapter is 
well organized and clearly presented. In urging his own views, the 
author is moderate and fair-minded and his arguments are cogent and 
convincing. At the close of each main subdivision is a carefully pre- 
pared list of “Questions for Discussion” followed by references for 
further reading. 

There are some infelicitous expressions and some errors, but they 
are of minor importance. A few samples are the following: ‘The gold 
in the British monetary unit, the pound sterling, is worth 4.866 times 
as much as the gold in the American monetary unit, the dollar” (p. 109); 
“Adam Smith, who died in 1776” (p. 146); ‘‘preferred stock has a 
prior claim on dividends in the event of liquidation, and usually on the 
assets of the business” (p. 153); “‘the mortgage pledges the property 
owned by the corporation as security for the payment of interest on 
the bond” (p. 156); ‘Another type of banking operation is that of 
note issue—an operation which under our present laws is confined to 
the national banks” (p. 370); ‘“‘Similar provisions (regarding double 
liability) are found in the banking laws of all the states” (p. 553), and 
on page 560 Mr. Ebersole is quoted to the effect that “sixteen other 
states are more lenient (regarding the matter of liability of stockholders) 
imposing no statutory liability whatever.” 

There can be no question concerning the value of this book as a 
text for those who believe in a general survey of the entire field as an 
introductory course or for those who wish for any reason to cover the 
entire field in a single course. It will serve such persons admirably; 
indeed it is the only book in the field designed especially to meet their 
needs. There is room for difference of opinion regarding the degree of 
intensity with which different parts of the field are worked; that cover- 
ing the Federal Reserve System, for example, is much more elaborately 
developed than any other. Indeed the treatment of this subject is far 
from elementary or introductory. It is one of the most complete and 
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comprehensive that is available. But the instructor can very easily 
remedy any defects of this kind he may find. 

This book is likely to raise in the minds of teachers and others who 
have the responsibility of planning business courses the question whether 
the proper place for a course designed to acquaint students with the 
interrelations of our different financial institutions and the working of 
the entire financial mechanism should constitute the first or the last 
link in the chain of financial courses. In his Preface, Professor Moulton 
very ably presents the arguments in favor of making this the introduc- 
tory course. The other side of the question is worth considering and 
cannot be neglected in actual practice. It is this. After a brief and 
very hasty sketch of a large number of financial institutions—and noth- 
ing else is possible in a one-quarter course such as Professor Moulton 
suggests—can the student appreciate the complicated interrelations of 
these institutions to say nothing of the intricate workings of the entire 
financial mechanism? Is there not danger of his emerging from such 
a course with his mind overcrammed and in a state of chaos and very 
badly prepared for advanced courses ? 

If one decides in favor of putting the kind of a course here con- 
templated at the end instead of at the beginning of the series, a different 
kind of a textbook—if a textbook course is to be given—is needed, 
namely one with less detail and elementary discussion—which should 
have been given in previous courses—and more elaborate discussion of 
interrelations and the operation of the entire mechanism. 

In addition to its use as a text, this book should appeal to the busi- 
ness man and the general reader. It is precisely the kind of book they 
need. They do not have time to study several books and, if they do, 
they are likely to miss the very thing this book will give them, namely 
a connected view of the entire field and an appreciation of the ways in 
which the financial machinery of this country works and of the relation 
of the business man to it. 

WiiiaM A. Scott 

UNIVERSITY OF WISCONSIN 
Marketing, Its Problems and Methods. By C. S. Duncan, New 

York: D. Appleton & Co., 1920. Pp. xv+500. 

Dr. Duncan’s book on marketing is designed for use in schools as a 
textbook and aims to cover the whole field of marketing. This field is 
divided into two parts, agricultural products and manufactured products. 
There is some real distinction between the marketing problems of these 
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two kinds of products, but the attempt to divide the treatment into two 
separate parts has resulted in considerable duplication. 

This duplication is increased by the attempt to follow rigidly a pre- 
determined outline which results in much overlapping among the 
chapters and repetition of statements. For example, the chapters 
which treat of the “analysis of the market” and the “analysis of the 
commodity” contain much duplication. 

The economics of marketing is still in an early pioneer stage and 
great allowances must be made for one who attempts to cover so wide 
and unexplored a field. Making such allowances, one must conclude 
that this book is decidedly useful. It is rather encyclopedic in charac- 
ter and, as already observed, contains much repetition. While these 
things do not increase its attractiveness to the general reader, they may 
well be considered desirable in a textbook. Certainly the volume will 
be of service in helping to map marketing territory for future explorers. 
The suggestions for further study and references which are found at 
the end of each chapter are useful. 

It is noticeable that Dr. Duncan often fails to reach a conclusion 
concerning the many disputed points and problems which arise in the 
field of marketing. Thus, he gives us no judgment concerning the 
desirability of price maintenance, or concerning ‘direct marketing,” 
and his discussion of the economics of advertising is decidedly dis- 
appointing. This may be the part of wisdom. In some cases the 
arguments are stated on both sides and no attempt is made to weigh 
them. Nevertheless, one feels that the time is ripe for judgment on 
such matters as price maintenance, and that more definite conclusions 
can be presented concerning advertising. 

Another adverse criticism lies in the omission of several important 
subjects which are outstanding in the marketing field. Among these 
may be mentioned the failure to discuss the place of the “‘self-serve”’ 
store. There is a chapter on ‘“‘new type retailers” in which one would 
naturally expect to find the relation of the self-serve store to the ‘‘cash- 
and-carry”’ store and the “service” store. Again there is no treatment of 
the guaranty against decline in prices. It is also noticeable that the 
author’s discussion of the trade acceptance is inadequate and one-sided, 
as he shows no appreciation of the difficulties of using trade acceptances 
in some types of business. An important omission lies in the failure to 
refer to recent decisions dealing with maintenance of resale prices. 

There are numerous apparent slips in statements throughout the 
volume which are not so serious as to affect its usefulness when in the 
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hands of a competent teacher, but which do require correction. For 
example the statement is made that selling by mail-order houses costs 
7.21 per cent of net sales, while the reviewer is sure that if he under- 
stands the statement, the figure should be something like three times as 
large. Again the statement is made that transportation charges on most 
manufactured products are not of special importance. Surely the fol- 
lowing statement is incorrect: “In general the margin between the 
producer’s price and the wholesale price is wider than that between 
the wholesale price and the retail price. This means that on the whole 
the public is a better buyer than the producer is seller” (p. 235). 

The weakest chapters are those on cost and market price, as these 
do not show a thorough grasp of economic analysis. 

These criticisms are made with the idea of being helpful and the 
reviewer would close by stating that the book is broadly conceived and 
contains such a large amount of useful information and discussion that 
he would probably select it for use in a course in marketing. 


Lewis H. HANEY 
New York UNIVERSITY 


Labor Maintenance. By DANIEL BLOOMFIELD. New York: The 
Ronald Press, 1920. 


“A Practical Handbook of Employees’ Service Work”? would be a 
better title than subtitle for Daniel Bloomfield’s Labor Maintenance; at 
least, it would be less likely to deceive the reader. One is surprised to 
find, on going through so bulky a volume on labor maintenance, that 
there is no discussion of hours, wages, sources of labor supply, labor 
agreements, the technique of selection, and other matters which are 
nowadays pretty generally considered the fundamental problems of 
labor administration. The explanation for these omissions is to be 
found in the Preface; here Mr. Bloomfield states that his purpose has 
been to supply “‘a need for a book which points the way to better methods 
in what was once known as welfare work.” The result is a volume which 
covers a miscellaneous group of employment activities which may be 
classified more or less accurately as “welfare,” or, as Mr. Bloomfield 
prefers, “service” activities. 

Training, Americanization, health and safety, recreation, housing, 
various financial aids to workers such as mutual benefit associations, 
group insurance, profit-sharing—each of these subjects has its chapter 
ortwo. Mr. Bloomfteld rightly emphasizes again that, if these “service” 
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activities are to be indulged in, they must not smack of the “paternal- 
istic,” that the worker must participate actively in their development 
and control. 

Labor Maintenance will be helpful to the reader who desires to know 
how these service matters are handled in representative American 
industries. The manager will be able to secure valuable suggestions 
from the concerns which Mr. Bloomfield names. Mr. Bloomfield’s 
discussion is rarely detailed enough to make it possible to work directly 
from his own text. 

The value of Labor Maintenance is greatly reduced because of the 
extraordinarily uncritical nature of Mr. Bloomfield’s discussion. The 
policies and plans of innumerable industrial organizations are presented 
with only a word of comment by Mr. Bloomfield. The reader is left 
either to work out for himself the merits and weaknesses of the 
plans put before him, or else to assume that their inclusion in the text 
implies that they have Mr. Bloomfield’s endorsement. These plans, 
to be sure, are extremely suggestive, especially to the experienced labor 
manager; however, it seems part of the obligation of a writer, not merely 
to present suggestive material, but also to put with it his own matured 
judgment as to its strong points and its defects. 

Even on such difficult questions as profit-sharing, housing, and 
training there is little indication of the obstacles to be surmounted and 
no detailed analyses of plans that have gone wrong. The reader would 
find it almost impossible to get from Mr. Bloomfield’s book the informa- 
tion on profit-sharing, for example, which would be of assistance in 
deciding whether or not profit-sharing would be justified by his local 
conditions. 

Labor Maintenance attempts to make a contribution to the subject 
of labor management in general, with application to all industries and 
businesses. One cannot help wondering whether the time has not come 
when books attempting so wide a field have ceased to be useful. 
The need now is for thoughtful and exhaustive analyses of labor manage- 
ment in particular industries—the clothing industry, the packing 
industry, the department store. Differentiations in the field of labor 
management, due to differences in the nature of the industry, the type 
of worker, and the existence of collective agreements, are becoming 
sufficiently clear, so that it should soon be possible to consider in 
detail the specific problems and solutions of a specific industry. 

BEARDSLEY RUML 

CARNEGIE CORPORATION OF NEW YoRK 





